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Dear Boss: 





Everyone knows who | am, now! 


I’m the lucky girl Who Got The New 
Royal Typewriter! And if the other gals 
turn the new spring shades of green— 
you can’t blame ’em! 

All through the war we’ve had our 
hearts set on beautiful new Royals in- 
stead of these worn-out machines we’ve 
had to tangle with for so long. 

But one thing, Boss—from the looks 
I’ve been getting lately, you’d better give 
the others the same break you’ve given 
me. After all—we all aim to please, and 
a Royal gives a gal a real chance to do 
faster and better work, almost auto- 
matically. 

In fact, we can’t help but please you 
with all of Royal’s swell modern con- 
veniences in there pitching! 


Here—just have a look at them— 





“Magic” Margin saves so much time! You 
just slide the carriage to where you want it 
—flick your finger—and the margin is set! 
No more battling stubborn margin stops. 





There's a special feel about a Royal! It’s 
partly because of ‘Touch Control’’—the 
wonder-working dial that adjusts tension of 
keys to your own personal touch. And it’s 
partly because Royal construction brings 
smoothness and ease of typing. 


No wonder you get better work—with 
Royal’s Automatic Paper Lock to help. 
Rollers strike the paper below their final 
resting place, then roll upward, smoothing 
paper, holding it firmly against the cylinder. 
Result: better impressions, finer copies, and 
quieter operation! (Of course, Royal is al- 
ready famous for its clear stencils.) 


ROYAL 264 ser Gp 











So all of this adds up to one wonderful typewriter! A 
survey proves that girls who type prefer Royals 2 to I! 
Bosses like Royal because it’s the sturdiest typewriter 
engineering science has produced! Saves maintenarce 
money—boosts efficiency! Better call that Royal rep- 
resentative, Boss! 


“Magic’”’ and “Touch Control” are registered 
trade-marks of Royal Typewriter Company, Inc. 
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No obligation, of course. 


DITTO, Ine. 











sen. PEER Se 











oe ae 
SESS RIN GRE BLS, 








__ONE-WRITING BUSINESS SYSTEMS A 





2214 West Harrison Street, Chicago 12, Illinois 


«Ss 


pio 





page a cma cowresty 
SROHICN Caeaeny 


BALANCE ORDER COPY 


than by any other means! With DITTO a single PACKING LIST 


THE B F posing CRP ANY 





The BE Goodrich Company 



















ysTRICT SHIPGIN Lecias t. 
IR STOCK RECORD 













SRE ~ a ALANT 93, BRL ave. —t 


RUN YOUR a 


Samoans. 


aero, 





. sedge < Bs, 15.9 pean dort gmane 
WATER WEE 

















StU SW ED. 4 BRAD ISTE ae os ; i 
: Y : aaa 
eon BF ce bee eos se essere shar *' Soak Sean morse + 








i ee 


he S 


a 














































a. 
—_ 
~ SHES g 
3 Bg aoe e 
os a | 
= 3 
o aN O S 23 
= Bue O10 5. ag 
=e wae a2 
= = 70 36 
. seage aq 
cfs 3 $ 
i=} ="O030% S® 
° ame Yra ae 
ra} aa ¥ oy 
is oS a° ‘3 
3 \ a es Oe 
“ ow % — ae 
3 eee} s 2% 
ae x a 
- ee Oi se 8S 
3 £32 %% 










First-Time snare ' 
(NG 


INVOICES 


EXTENDIN 
AND PREPAR 










The Controller, September, 1946 





Contents for DATES AHEAD 
September, 1 946 Fifteenth Anniversary Annual Meeting 


of the Controllers Institute of America | 
at New York, September 15-18, 194 


Page All dates are listed as scheduled at time 
of publication of this issue. Subsequem 
i 


Introducing This Month’s Au- 
PE yo cto ian Gases dca nate 484 


changes may be made. 


! Meeting Dates of Controls 


September, 1946 


| September 3—Chattanooga, Twin Cities 
| September 5—Birmingham 


Editorial Comment—A. R. T.... 486 


Management's Use and Applica- | September 9—Kansas City, Milwaukee | 
tion of Operating Budgets. ... _ September 10—Boston, Buffalo, Cincin. 
BR es. By John R. Bartizal 488 | _ Mati Cleveland 

| September 11—Baltimore, Western 
| Michigan 

A Review of Internal Auditing. . | ae =a ee Oe ae 
aisle By Earle H. Cunningham 491 | September 19—Los Angeles, San Fran- 

| cisco 
| September 20—Portland 

Establishing Production Controls | September 22—Atlanta, Dallas, District 

Aten yen By Stuart B. Miller 496 | — of Columbia, Houston, St. Louis 


September 25—Louisville, Rochester 
September 26—Chicago, Indianapolis, 


Management Control: Postwar Pittsburgh, Seattle 
Model... : | Note: No September meetings sched- 
ahs By Water & Bunge 500 | uled for Bridgeport, Philadelphia, New 
; York City. 
Long-Range Forecasts of Opera- October 
tions: A Survey............. 503 | October 1—Chattanooga, Twin Cities 


| October 2—Bridgeport 
| October 3—Birmingham, Hartford, 
Public Opinion Study Under | Philadelphia 
| October 8—Boston, Buffalo, Cincin- 
| nati, Cleveland, Milwaukee 
| October 9—Baltimore, Western Michi- | 
: : an 
Scanning the Controllership Scene | Pit 10—Dayton, New York City, 
Peis GEN mean By Paul Haase 506 | Toledo 

| October 14—Kansas City 
| October 17—Los Angeles, San Fran- 
Two Bankers View the Controller | cisco 


....By Major General John C. _ October 18—Chicago, Portland 


| October 21—Pittsburgh 
Pp | October ittsburg ae 
ersons and Frank E. Jerome 508 | October 22—Atlanta, Dallas, District 


| of Columbia, Houston, St. Louis 
| October 23—Louisville 











° . + Ah 
Reviews of Recent Publications.. 524 | -Oeioher: 24—indineapolis 
| October 30—Rochester 
Personal Notes About Control- | October 31—Seattle 
lers o60\64w © 0 bbw & 0 0. 4 0 6 b 000 8 532 As this issue went to press, meeting 
dates for September and October had not 
yet been announced for the following 
Newly Elected Presidents of Con- Controls: Detroit, Indtanapolis, New Or- 
(NSD ai ia aan am 534 | leans, Quad-Cities, Springfield, Syracuse. 














THE CONTROLLER. Published monthly by The Controllers Institute of America. Publi- | 
cation office, American Building, Brattleboro, Vt. Editorial offices, One East Forty-secona 
Street, New York 17, N. Y. Entered as second class matter at the postoffice, Brattleboro, Ver- 
mont, September 1, 1937, under the act of March 3, 1879. Subscription $4.00 a year. 
Single copies, 50 cents each. Advertising rate card upon application. The editor will be | 
pleased to review manuscripts submitted for publication, but will not be responsible for 
loss in transit or otherwise. The views expressed in the various articles are those of the | 
Authors, not necessarily those of The Controllers Institute of America. | 
ARTHUR R. TucKER, Editor. Paut Haase, Mng. Editor. J. A. MurpHy, Adv. Manager. | 
Copyright, 1946, Controllers Institute of America. Printed in U. S. A. 
VoLuME XIV, No. 9 SEPTEMBER, 1946 | 

















= 


AD 


| Meeting 
| America | 
18, 1946 


2d at time | 
ubsequent 


ntrols | 


vin Cities | f 


ilwaukee | 


> Cincin- 
Western 
rd, To- 
an Fran- 
District 
uis 
ester 


anapolis, 


5 sched- 
la, New 


n Cities 
artford, 

Cincin- 
1 Michi- 


rk City, 


1 Fran- 


District 
uis 


meeting 
had not 
lowing 
‘ew Or- 
ACUSe. 








al 


—$————— 


Publi- | 
secona | 
, Vers | 
1 year. | 
vill be | 
le for 

of the | 








The Controller, September, 1946 


to 
Candidates 
for the 





UPA. 


EXAMINATION 





IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tnc. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHICAGO 6, ILLINOIS 
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Introducing This Month’s Authors 








Presently serving as controller and assistant 
treasurer of Clearing Machine Corporation, 
John R. Bartizal (““Management’s Use and Ap- 
plication of Oper- 
ating Budgets,”’ 
page 448) has had 
a wide range of 
experience in busi- 
ness and academic 
fields. He is the 
author of ‘Budget 
Principles and 
Procedures,” pub- 
lished by Prentice- 
Hall in 1940, and 
was a lecturer in 
accounting and 
budget procedure at 
the Northwestern 
University School 
of Commerce from 
1926 to 1945. A Certified Public Accountant 
(Illinois), Mr. Bartizal is a member of the 
Controllers Institute of America, the Ameri- 
can Institute of Accountants and the American 
Accounting Society. Prior to joining his pres- 
ent firm, he served for twelve years with Es- 
quire, Inc. as controller and organized the ac- 
counting, tax and control procedures for this 
business at its inception. For six years, begin- 
ning in 1929, Mr. Bartizal operated a public 
accounting practice, specializing in budget pro- 
cedure and “remote” controllership. Previously, 
for another six-year period, he was connected 
with the management engineering firm of 
Swanson, Ogilvie Company as head of the ac- 
counting and cost division. Active in fraternal 
organizations, Mr. Bartizal, during the recent 
war, served as chairman of his local War Price 
and Rationing Board and is now a director of 
Howell Neighborhood House. 





MR. BARTIZAL 


Mr. Walter R. Bunge (“Management Con- 
trol: Postwar Model,” page 500), who ob- 
tained his Master of Accounts degree from the 
School of Business 
Administration at 
Madison College, 
and later became a 
Certified Public 
Accountant (Wis- 
consin), began his 
career as a junior 
in a public ac- 
counting firm and 
then became asso- 
ciated with the 
Wisconsin Auto 
Insurance Com- 
pany as an auditor 
and analyst. After 
a brief return to 
the public account- 
ing field with Peat, Marwick, Mitchell and 
Company, he entered the employ of the County 
of Milwaukee, where he remained for six 
years. Here he was concerned chiefly with 
budgetary control and cost analysis. Feeling 
that private industry was more stimulating and 
provocative, he resigned his government posi- 
tion and joined the comptroller’s department 
of the Allis-Chalmers Manufacturing Com- 
pany, where he is now Supervisor of Budgets. 
He is a member of the Wisconsin Society of 
Certified Public Accountants. 

In the field of reading Mr. Bunge finds the 
subjects of human relations and economics of 
especial interest. He is a frequent participant 
in discussion groups, and occasionally delivers 
talks on general subjects of management con- 
trol and the interpretation for top management 


MR. BUNGE 





of business facts as they are developed in ac- 
counting techniques. 


A charter member of the Institute of Internal 
Auditors, Earle H. Cunningham (“A Review 
of Internal Auditing,” page 491) is serving 
as chairman of that 
organization’s ed- 
ucational commit- 
tee and president 
of its Detroit 
Chapter. Mr. Cun- 
ningham is gen- 
eral auditor of 
General Motors 
Corporation, De- 
troit, and is a Cer- 
tified Public Ac- 
countant of the 
states of Maine, 
Indiana and Ohio, 
an associate mem- 
ber of The Amer- 
ican Institute of 
Accountants, and author of several articles on 
internal auditing and staff training. He has an 
exceptional background, having had both pub- 
lic accounting and university teaching experi- 
ence before joining General Motors in 1926. 
Mr. Cunningham holds the degrees of B.C.S. 
and M.C.S. from Portland University. 





MR. CUNNINGHAM 


Since 1919 Mr. Jerome (“Two Bankers 
View the Controller,” page 508) has been in 
the employ of Seattle-First National Bank, 
Seattle, and he is 
currently serving 
as vice president | 


Grady 





and manager of 
the credit depart- 
ment of that insti- | 
tution. Educated in 
the Seattle Schools | 
and the Univer- 
sity of Washing- 
ton, with addi- 
tional study in the 
American Institute 
of Banking, Mr. 
Jerome has been 
active in the af- 
fairs of the Na- 
tional Association 
of Credit Men, and is a former president of 
the Seattle Association of Credit Men. He is 
still a director of that organization and like- 
wise is a member of the Board of Directors of 
the Robert Morris Associates, a national or- 
ganization of banking credit executives. 






MR. JEROME 


Stuart B. Miller (“Establishing Production 
Controls,” page 496) is treasurer and control- 
ler of French & Hecht, Inc., Davenport, Iowa. 
He is a Certified 
Public Account- 
ant for the state of 
New York, mem- 
ber of the New 
York State Society 
of Certified Public 
Accountants, the 
American Institute 
of Accountants 
and the National 
Association of 
Costs Accountants. 
He organized the 
Quad-Cities Con- 





trol of the Con- A 
trollers Institute of 
America and served 


MR. MILLER 





for two years as president of the Contro}, 
During the past twenty-two years he has 

been engaged in accounting and Management 

activities. He has specialized in reorganization 


work in the capacity 


of treasurer or controller 


and has assumed responsibility for develop. 
ment of systems and procedures, establishment 


of operating policies 


and responsibility for §. 


mances as assistant to the president in such 
companies as Lock and Company, automobile 
body manufacturers; Steinway and Sons, piano 


manufacturers; and 


Herring, Hall, Marvin 


Safe Company, as well as in his present cop. 


nection. 
A native of New 


Haven, Connecticut, he 


studied accounting, law, and business adminis. 
tration at Columbia University. His hobby js 
golf and in this connection it is his prime am. 
bition to sink those long curling putts which 
are such a joy to’a golfer who makes them and 


extremely distracting 


for a partner, Mr. M.?) 


to the opposition. (Care 
2 


Major General John Cecil Persons (“Two 
Bankers View the Controller,” page 508) is 4 
native of Atlanta, a graduate of the University 


of Alabama, and is 
now serving as 
president of the 
First National Bank 
of Birmingham in 
which city he be- 
gan his business 
career as a cashier 
and cost account- 
ant with the Colo- 
nel T. G. Bush 
Interests in 1904. 
He represented 
several southern 
newspapers as a 
reporter in later 
years, and was 
treasurer of the 





GENERAL PERSONS 


University of Alabama during the 1912-13 
term. Thereafter he was a member of the legal 
firm of Jones and Persons in Tuscaloosa as 


well as city attorney 


and assistant county at 


torney. During that period, he also managed a 
6,000 acre plantation, including a cotton gin. 
Later he became president of Persons Lumber 
Company and in 1922 was elected vice presi- 
dent of the First National Bank of Tuscaloosa. 
The year 1927 saw him join Traders National 


Bank in Birmingham 
later executive vice 


as president, and he was 
president of American- 


Traders National Bank in that city until 1930, 
when he became president as well as a director 
of the First National Bank of Birmingham. 
General Persons is also a director of several 


other companies and 


has been active in local 


and national organizations such as the Bir 
mingham Board of Education, the American 
Red Cross, the Alabama and the American 


Bankers Association, 


the American Legion, 


both in Tuscaloosa and Birmingham, as well 
as in the state of Alabama. ; 
In 1917-1919, he served in the United 


States Army Infantry 
as a captain and later 


Division, being overseas 
as a major of infantry 0 


the fourth and seventh infantry divisions. He 
was appointed Lieutenant Colonel in the Ale 
bama National Guard in 1924 and was pf 
moted to Brigadier General, National G 

of the United States, in 1930, commanding the 
62nd Infantry Brigade. In November 1940, he 
became a Major General in the United States 
army and commanded the 31st infantry division 


overseas. In October 
vilian life at his own 


1944, he returned to ci: 
request after having par 


ticipated in the Southwest Pacific in the New 
Guinea campaigns, including operations # 
Aitape and Maffin Bay. General Persons com 
manded the assault troops in the occupation 
the Island ‘of Moratai in the Netherlands East 
Indies. His decorations and campaign 


are numerous. 


—PAauL HAASE 
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Leditortal Comment 


Happy and Significant Occasion 


¥ H HE fifteenth anniversary of the formation of The 
Controllers Institute of America is at hand, a happy 
and significant occasion. For weeks controllers have 
been looking forward to it and planning a suitable ob- 
servance. The series of meetings, luncheons and din- 
ners which will make up the program give promise of 
conjuring up in the minds of those who will participate, 
as well as of those who cannot manage to be present, 
a series of pictures of the early days of the organization, 
of its difficulties and of its remarkable accomplish- 
ments. Undoubtedly the review of The Institute’s prog- 
ress which will be a part of the observance of the anni- 
versary will serve to clarify and strengthen their feel- 
ings of loyalty to and pride in The Institute. 

To the writer of these lines the occasion brings up 
recollections of the unflagging interest of hundreds of 
men who cast their lots with the new organization in its 
younger days and who made contributions of time, 
effort, and service which made possible the writing of 
a remarkably succeessful record. The Institute simply 
could not fail to accomplish its missions with men of 
such calibre assisting in formulating its policies and in 
carrying them out. To these men is due the highest 
praise and thanks, not only of their fellow controllers 
but of business men as a whole. 


Twentieth Century Development 


we business public should be and apparently is, 
most grateful to those whose efforts contributed to 
the entrance on the scene of the national organization 
of controllers. This has been characterized as one of 
the most significant and valuable developments of the 
twentieth century in the economic and business life of 
the country. 

Controllership made possible the harnessing of the 
economic forces and resources of the country, and their 
effective use, at a time when it was vital to the safety 
and preservation of the nation that its every asset be 
conserved and put to work. Lack of such control and 
of intelligent employment of the nation’s physical as- 
sets, skills, and finances would have made it most diff- 
cult to realize on them to the full in the defense of free- 
dom when they were most needed. 


It was a natural development that business and gov- 
ernment came to a high appreciation of controllership, 
with this demonstration of its usefulness written large 
for all to read. The resultant prestige of controllership 
may be regarded as a by-product of the service which it 
rendered, not as the principal objective of The Con- 
trollers Institute of America. 


Limelight Avoided 


Ae through the years of the organized development 
of this calling, controllers as individuals, and as 
officers and directors and committee workers of The 
Institute, have striven mightily to avoid the limelight. 
They have indeed hidden their light under a bushel. 
They did not wish to be accused of lifting themselves 
by their own bootstraps. They preferred to be known 
only by their works, and that is exactly how it has 
worked out. 

It would be difficult indeed to find a class of men in 
this country who are more averse to what might be 
termed publicity. Their service has been performed 
without fanfare, and yet has earned by reason of its 
sheer worth and merit, high praise from government 
officials, business managements, economists, bankers 
and educators. 

As this calling emerged from the era of hard work- 
ing men at small tables in obscure corners, to the status 
of highly placed officers of business concerns, many 
problems presented themselves for solution, countless 
policies had to be formulated and enunciated, many dif- 
ficult decisions had to be made. 

The leaders of controllership are to be congratulated 
on the vision and wisdom which they displayed in 
working their way through this difficult period and in 
laying the ground work of this new calling, which is 
almost a profession. They have acquitted themselves 
creditably and have shown their high calibre as tech- 
nicians, sound thinkers, analysts, judges of the needs of 
our complicated business and economic structure, and 
tactful appraisers of how best to make their talents, 
knowledge, and skills available in meeting the sudden 
demands made on industry and business, first by a pe 
riod of unparalled depression, and then by an earth: 
shaking war. 
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Educating Controllers 
NTROLLERS themselves needed to be made con- 
scious of the equipment which they should have in 
order to meet the responsibilities which twentieth cen- 
tury business thrust upon them. Their Institute under- 
took that task, through its publications and by hun- 
dreds of lecture-discussion meetings throughout the 
country. Thousands of such meetings have been con- 
ducted during the past fifteen years. Thousands of 
pages of technical material having a bearing on the 
work and problems of controllers have been published 
in THE CONTROLLER, and hundreds of booklets, pam- 
phlets and reports, have been made available to con- 
trollers. 

Then came the task of acquainting business manage- 
ments, bankers, economists, educators and government 
officials with the usefulness of controllership as a tool 
in the conduct of business affairs. To many, controller- 
ship was either an unknown quantity, or a function the 
true dimensions and worth of which were only hazily 
defined in their minds. Controllership pertained only 
to money and finances, they thought. That was its orig- 
inal function, usually a governmental office. Its appli- 
cation to the conservation of other assets of a business, 
to their effective use, and to the determination by man- 
agements of policies to be pursued by a given business, 
was something new. The value of this wider use of 
controllership needed to be demonstrated. Here again 
The Institute stepped in and spread abroad information 
which was absorbed quickly by company officers and 
directors, to their great benefit. 

Government, and particularly the New Deal, spurred 
this widening of the functions and applications of con- 
trollership. In 1933 the first of a long series of regula- 
tory Acts was enacted. Each new control which was 
established over business operations by government 
meant a new responsibility for controllers of business 
concerns, for compliance by their respective companies. 
Government controls would not have worked without 
the aid of controllers or of comparable officers of cor- 
porations, companies and other business entities. To 
these company controllers fell the task of analyzing, of 
interpreting, and of conforming with the regulatory 
laws as they were enacted. 


Technical Skills Drafted 


y we technical knowledge and skills possessed by 
controllers were drafted by government depart- 
ments, commissions, bureaus and officials, in many 
instances during the periods when the regulatory acts 
were being written, to make sure that proposed enact- 
ments were workable. The Treasury Department, in 
particular, called on The Controllers Institute fre- 
quently when such matters as withholding of wages 
for payment of taxes were under consideration. The 
Institute was asked on several occasions to poll its 
members to learn whether certain proposed procedures 
were practicable. The Institute cooperated whole- 
heartedly with government in pointing out weaknesses 
'n proposed regulations, and later in making the con- 
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- trols work, as finally established. 


Comments made by former Presidents on the occa- 
sion of the Fifteenth Anniversary of the formation of 
The Institute, which appear in a special section of this 
issue, put as much emphasis on the future of controller- 
ship as on the record of accomplishments during the 
early years of the organization. They are united in be- 
lieving that even greater possibilities and opportunities 
for service to the American economy will present them- 
selves in the years ahead than were found in the period 
1931-1946. This is a happy augury for the future. 


From Passive Function to One of Action 


Pr his address accepting the presidency of The Insti- 
tute, in October, 1944, Mr. Edwin W. Burbott, of 
Chicago, made the point that he found it impossible to 
accept the premise that “we have developed a com- 
plete concept of controllership”; and that “much less 
have we succeeded in inculcating understanding in 
those outside our ranks.” He made the further point 
that “in its essential nature controllership rejects all 
artificial boundaries.” 

This is the way Mr. Burbott described the progress 
of controllership. At first a controller was defined as 
merely an officer appointed to check the propriety of 
expenditures. Later the implicit relationship of prop- 
erty with money brought under his stewardship all 
property; and soon all assets, tangible and intangible, 
were included. Then followed the necessity of creating 
and maintaining the mechanism to record the use and 
disposition of the assets in the custody of that steward- 
ship. No responsibility was attached to that steward- 
ship in the early days for the preservation or conserva- 
tion of those assets. It was a simple recording and 
policing function. Emergence from mere record keep- 
ing came next, in the form of analytical discernment, 
interpretation of records to explain the causes for re- 
sults, to project future courses of action, and to predict 
their probable results. 

Further enhancement of assets, their effective and 
efficient use, became a definite responsibility of the con- 
troller, Mr. Burbott pointed out. Thus the controller 
was passing over the threshold from a passive function 
to one of vital action. It had been a confused and con- 
flicting evolution. 

Addresses of this kind, and the dissemination of con- 
structive ideas by members of The Institute, helped to 
acquaint not only controllers but the business public 
with the potentialities of controllership. 


Look to the Future 


( it is that affairs today call for a wider ap- 
plication of the principles of controllership in the 
conduct of business and of government than has taken 
place even in the fast-moving events of the past decade. 
Competent leadership of controllership will continue, 
and will be strengthened. The American economy, and 
government, will both profit therefrom in no small 
measure. Let us, then, look to the future and prepare 
for the tasks which it will present. —A. R.T. 











During the past two years, the Na- 
tional Committee on Education of the 
Controllers Institute of America has been 
conducting certain studies designed to de- 
termine the list of subjects comprising 
the pattern of the controller's job. At the 
top of the list is the subject of budgeting 
and in each of the many lists of subjects 
submitted, budgeting appeared in some 
form as one of the principal problems 
for which the controller is responsible. 
In view of the importance placed upon 
budgeting by the controllers themselves, 
some understanding of the meaning of 
this responsibility would seem to be in 
order. 

Within the past few years, the impor- 
tance of the budgeting problems has ma- 
terially increased. During the war many 
businesses were asked to change their en- 
tire production and, as a matter of fact, to 
manufacture goods that were materially 
different from their normal peace-time 
products. This required a completely new 
set of estimates involving not only 
changes in manufacturing costs, but also 
changes in distribution costs and altered 
the complete financial plan. 

Fixed prices had to be established for 
new products which required a new set of 
estimates of all costs. In many instances, 
very large expansion programs were re- 
quired in order to meet the demand for 
incteased production. As a result, financial 
budgets were — to project the cash 
requirements and to evolve plans for or- 
derly financing of these cash require- 
ments. Prices and overall profits were sub- 
ject to renegotiation and to high excess 
profits tax rates. Budgets reflecting these 
programs were a necessary part of the 
control procedure. 

While war production was in progress, 
the emphasis was on the speed and quan- 
tity of production with cost control as a 
secondary factor. Shop operations were 
speeded up by employing more manpower 
with little regard to unit production per 
manhour. Standards for measuring shop 
efficiency were completely dropped or 
largely ignored. When these controls are 
once relaxed, it is not an easy matter to 
re-establish them. Nevertheless, prices on 
our normal peace-time products are fixed 
by the Office of Price Administration 
based upon rates that were established be- 
fore war production had upset our manu- 
facturing programs. In this reconversion, 
the controllers were required to prepare 
budgets which would show management 


Management's Use and Application 
of Operating Budgets 


By John R. Bartizal 


the effect upon profits of increased costs 
and fixed prices under the OPA program. 

Budgeting provides management with 
the necessary overall tool for formulating 
policies to meet these changing conditions. 
Yet, when-we speak of budgeting, we are 
not all in agreement as to its real mean- 
ing. Some refer to budgeting as repre- 
senting the overall estimate of the effect 
upon profit and loss statements and the 
balance sheet of the projected program of 
operations. Others restrict budgeting to a 
more narrow field involving a coordina- 
tion of sales and production. Still others 
refer to the projection of the cash opera- 
tions as representing the budget of the 
business. Being a tool of management, 
this tool must be specially engineered and 
designed to meet the problems which are 
peculiar to the particular business and no 
one plan will fit the needs of all com- 
panies. 


SCOPE OF BUDGET 


The implication of the word “Budget” 
is primarily that of limitation of expendi- 
ture, and a budget of a most restricted 
scope might be limited to a single element 
of expense—as an advertising budget. A 
budget of a somewhat less restricted 
scope might be concerned with the ex- 
penditures of one department—as a sales 
department expense budget. A budget of 
a somewhat larger scope would forecast 
all cash receipts and disbursements. 

The budget in its broadest scope covers 
the entire field of operations and serves 
as an instrument of control in all depart- 
ments of the business. It is a forecast of 
the profits for a period, the cash receipts 
and disbursements for a period, and the 
financial condition at the end of the pe- 
riod. 

The control of profits is exercised by 
using the budget as a means of forecasting 
the results of an operating program, be- 


fore the program is made effective, instead 
of waiting for results to show that pre. 
ventable losses have been incurred. If the 
indicated results are not satisfactory, the 
plan should be reviewed carefully to de. 
termine what changes can be made to se. 
cure more desirable results. 

Many methods of controlling different 
parts of the operating program are in use 
and are an essential part of budgeting, 
even though in some instances these con- 
trol procedures are not officially recog. 
nized as budgets. In most businesses, 
some forecast of sales is necessary as a 
basis of production planning. Manufac. 
turing operations are controlled by de. 
tailed scheduling and in many instances 
standard costs are determined which may 
be easily adapted to budgeting. With so 
much material already available for the 
preparation of a comprehensive budget, 
it should not be too difficult to carry out 
the complete forecast to the end that a 
statement of estimated profit and loss for 
the ensuing fiscal year and estimated bal- 
ance sheet may be prepared. 

The conditions under which modern 
business enterprise must be conducted 
necessitate a complexity of organization 
requiring a corresponding degree of con- 
trolled co-ordination of effort and te- 
sources. 


FUNCTIONAL SET-UP 


The activities of the modern business 
organization are usually grouped accord- 
ing to function, and responsible individ- 
uals are placed in charge of the several 
functions or departments. Thus the sales 
manager is in charge of sales activities, 
the production manager is in charge of 
productive activities, and the treasurer 1s 
responsible for finances. Each of these in- 
dividuals desires to operate his depart- 
ment to the best advantage. In order to do 
this, each must have certain definite in- 
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THE BUDGET’S ROLE 


“The budget should reflect, rather than dictate, the policies of the manage- 
ment, for it is nothing more than an instrument to be used by management in 
planning and controlling operations by forecasting the results of a proposed 
operating program so that they may be visualized with some degree of ac- 
curacy before the program is undertaken.” So states Mr. Bartizal, author, former 
lecturer, and corporate controller, whose manuscript is based upon an address 
before the Twin Cities Chapter of the Controllers Congress and the Twin Cities 


—THE EDITOR 
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formation in regard to the activities of the 
other departments and a proper perspec- 
tive of the relation of the activities of his 
department to those of the organization as 
whole. 
: All departments are interdependent for 
the pu of producting satisfactory re- 
sults. To illustrate: the sales manager is 
rimarily interested in selling the greatest 
ible quantity of goods, yet his success 
therein is futile if the production manager 
cannot produce the goods in sufficient 
tities to make the deliveries. The pro- 
Lee manager is concerned with the 
production of goods at the lowest possible 
cost; an important factor in such a result 
is the fullest possible utilization of plant 
facilities in order to reduce the unit over- 
head cost; but it would be poor judgment 
to permit the production of goods for 
which there is no —— demand, 
thereby building up unsalable inventories. 
Furthermore, it is impracticable to allow 
the sales manager to undertake to sell, or 
the production manager to undertake to 
produce, a greater volume than can be ad- 
vantageously financed. 

Any systematic attempt to forecast the 
results of an operating program neces- 
sarily involves consideration in detail of 
the requirements of each department or 
function, the extent to which such re- 

irements represent demands upon other 
Tedinests or functions, and the extent 
to which such demands can be met. An 
adequate and properly developed budget 
should be a program based upon the best 
possible co-ordination of activities and re- 
sources. 

Although the complete budget should 
not be adopted without giving full con- 
sideration to the potentialities of all de- 
partments or functions and their co-ordi- 
nation, the budget must have a starting 
point or controlling basis. This control- 
ling basis is rather necessarily determined 
by the fact that it is hardly possible to 
budget intelligently the activities of any 
major function without reference to the 
volume of business. The sales estimate 
therefore usually seems to be the most 
logical starting point. The attempt to co- 
ordinate the activities of the other depart- 
ments to the estimated activities of the 
sales department may disclose such limi- 
tations as a lack of plant capacity to pro- 
duce the goods or insufficient capital to 
finance the program, or it may disclose a 
surplus of both plant capacity and capital 
which cannot be utilized in producing the 
metchandise required for the reasonably 
predictable volume of sales. If so, the ten- 
tative budget (for it must be regarded as 
tentative under such circumstances) has 
eee one of its major functions in 
finging these conditions to the attention 
of the management before the adoption 
of a definite program. Inadequate plant or 
capital may mean a curtailment of possi- 
ble sales; a surplus of plant or capital may 
Suggest an effort to develop new possibili- 
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ties of sales. The productive capacity and 
financial resources therefore may be deter- 
mining factors in the preparation of the 
budget program; but the sales estimate, if 
and as affected by these factors, controls 
the final determination of operating re- 
quirements. 


BuDGET CHARTS COURSE 


Although a budget should be of assist- 
ance to management in the control of op- 
erations, it is necessary to keep in mind 
the essential distinction between the 
sources of control and the budget as an 
instrument of control. The budget charts 
the course toward certain objectives, but 
does not of itself prevent deviation from 
the course or insure the attainment of the 
objectives. The actual control necessary to 
keep on the charted course or to get back 
to it is one of the primary functions of 
management. 

The charted course of expected results 
may be regarded as represented by the line 
traced by a — that is being pushed by 
a number of forces acting in different di- 
rections. Any change in the amount or di- 
rection of one or more of these forces 
changes the direction of the line. The 
function of the budget is to chart the in- 
tended net results of operations, not only 
as to the course thereof, but in terms of 
the amount and direction of the deter- 
mining forces. If, upon a comparison of 
the forecast and the achievement, the ac- 
tual course is found to be passing through 
point B instead of the charted point A, 
the sources of the variation may be identi- 
fied by a comparison of the several forces 
which resulted in the actual course with 
those intended to have been exerted to 
produce the desired result. This localiza- 
tion of the sources of variation from a 
charted course directs the search for possi- 
ble corrective measures. 

The comparison of the results finally 
attained with those forecast in a budget is 
a valuable means of measuring the effec- 
tiveness of the actual operations. The 
budget is a standard by which we are able 
to judge the actual performance. A 
stranger to a business is at a loss in at- 
tempting to appraise the operating results 
for any single period. He is in no posi- 
tion to know whether the performance is 
satisfactory or not. The company’s sales 
department may have fallen short of 
meeting reasonably attainable sales 
quotas. Manufacturing costs may be en- 
tirely too high. Distribution or adminis- 
trative expenses may be out of proportion 
to the volume of business. But how may 
the reader of the statement know these 
things when he has before him only the 
results attained? He needs some addi- 
tional information which he may use as a 
comparison or as a standard so he may 
note the points of variance. For many 
years we have been using the results of 
prior periods as a basis of comparing cur- 
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rent operations. But we find prior period 
performance often falls short as a basis of 
comparison and may often be misleading. 
To illustrate, a company in 1944 may 
have been producing ninety per cent. or 
more war work. In the middle of 1945, it. 
started reconverting to its normal peace- 
time production and in 1946 it devoted 
all of its productive capacity to its regular 
peace-time product. Certainly, the opera- 
ting results for these three years (1944, 
1945 and 1946) are not comparable and 
the results of one period cannot be used 
as a standard to measure the results of an- 
other period. This is true of not only the 
overall profit and loss results, but is 
equally true of individual department per- 
formance statements. 


MEASURING PERFORMANCE 


The budget is the only satisfactory 
standard for measuring the effectiveness 
of actual performance. Being based upon 
management's opinion of the expected 
actual conditions for the a ge 
budget indicates the efficiency of the 
actual operations. 

In measuring operating efficiency, vari- 
able budgets offer the most reliable basis 
for determining the effectiveness of the 
actual operations. In some cases, the per- 
formance is compared both with the origi- 
nal forecast budget and against the vari- 
able budget, using as the standard the 
estimates based upon the rate of activity 
actually operated within the period. 

The use of budgets in the preparation 
of interim operating statements is becom- 
ing more widespread. In some cases the 
budget is used only as a basis of compari- 
son. In other cases the budget becomes 
an integral part of the statement. 
Throughout the fiscal year, the budget for 
the remaining months added to the actual 
operating results for the period to date in 
order to present the most up to date esti- 
mate of the operations of the current fis- 
cal year. 

Management is in constant need of the 
most recent information concerning the 
expected operating results for the current 
fiscal year. Financial arrangements are de- 
pendent upon the immediate outlook for 
profits. Commitments for capital expendi- 
tures are often adjusted to meet the trend 
of operations for the current fiscal year. 
In more recent years, we were faced with 
the necessity of knowing with some cer- 
tainty the probable position of the com- 
pany with respect to Excess Profits Taxes. 
It was necessary to estimate profits for the 
fiscal year and to adjust this estimate each 
month by adding to the profits for the 
year to date the estimate for the remain- 
ing months constantly adjusted to meet 
changing conditions. 

A budget program may be carried only 
to the length of preparing estimates of 
future operations, and may not include 
comparisons of the estimates and the per- 





490 


formance, or analyses to determine causes 
of variations. On the other hand, if the 
budget is used, not as a mere estimate, but 
as a plan to be realized to the fullest ex- 
tent possible, the enforcement becomes a 
problem for management rather than for 
the accounting department. The methods 
of enforcement are primarily management 
methods. For example, bonuses may be 
given to members of the organization if 
the operations which they control are in 
satisfactory conformity with the budget, 
and other incentives and management de- 
vices may be applied to keep operations as 
closely as possible in agreement with the 
estimates. 


BuDGET ENFORCEMENT 


Although budget enforcement is pri- 
marily a management function, the ac- 
counting department can be of great as- 
sistance. The three principal services 
which it can render to management in the 
enforcement of the budget are: 


1.) Providing an accounting procedure to 
control expenditures so that no com- 


mitments will be made beyond 
budget estimates without authority to 
do so. 


2.) Making comparisons of estimates 
with performance, and preparing 
analyses of variations. 

3.) Adjusting current budget provisions 
to make allowances for differences 
between the performance and the 
budget for prior periods. 


The individuals who are charged with 
responsibility for expenditures not infre- 
quently seek to excuse expenditures in ex- 
cess of budget estimates by stating that 
they did not know that the current ex- 
penditures were excessive until statements 
were prepared by the accounting depart- 
ment after the close of the budget period. 
To keep those responsible for perform- 
ance currently informed of the unex- 
pended balances of budget estimates, a 
control may be exercised over daily com- 
mitments. 

For example, in the central purchasing 
department each purchase requisition may 
be entered on a card devoted to the item 
to be purchased and provided with a 
column to show the unexpended balance 
of the budget allowance. If the budget 
estimate is overexpended or if it is nearly 
expended with a possibility of emergency 
purchase requirements developing in the 
future, the purchasing department will 
return the requisition to the operating 
manager for reconsideration. In some ap- 
plications of this procedure, the approval 
of a major executive is required on all 
requisitions showing expenditures in ex- 
cess of the budget estimates. 

If purchases are made for future de- 
livery, a rule may be established that at 
least a certain per cent. (for instance 25 


per cent.) of the quantity budgeted for 
delivery in a given month cannot be or- 
dered before the first of the month. Thus 
commitments to March 31st for April de- 
livery could not exceed 75 per cent. of the 
April budget. The 25 per cent. withheld 
is for emergency purchases required for 
current month delivery. 

Most businesses which use budgets as a 
means of control make some comparison 
of estimates and performance. However, 
too often the comparisons deal with data 
applicable to the business as a whole and 
not with departmental and other details. 
The accounting department should carry 
its comparisons of estimates and perform- 
ance and its analyses of variations to suffi- 
cient detail to enable management to de- 
termine exactly . where performance 
pressure should be exercised. 

Variations between estimates and per- 
formance must be in sufficient detail to 
localize the differences so that responsi- 
bility can be placed upon specific individ- 
uals. For example, a difference in labor 
costs should be analyzed to determine 
which manufacturing departments were 
responsible and specific foremen should 
be required to explain the deviations from 
the budget estimates. Likewise, a differ- 
ence in sales should be detailed so that 
specific salesmen or territorial managers 
will be required to account for the vari- 
ances belonging to their territories. 

In order to make the comparisons in 
detail as required, the original estimates 
must contain all the data needed and 
should have the approval of the individ- 
uals who are charged with the responsi- 
bility for performance. Having accepted 
and approved the estimates, these individ- 
uals accept them as proper standard for 
measuring their operating efficiency. 

Comparisons of the budget and the ac- 
complished operations may, however, in- 
dicate the advisability of modifying the 
budget rather than attempting to enforce 
it. If the comparisons indicate that, in the 
preparation of the budget, there was some 
failure to give consideration to all of the 
controlling conditions, or if conditions 
are found to have changed materially, 
the remedy lies in the correction of the 
budget. 

REFLECT POLICIES 


The budget should reflect, rather than 
dictate, the policies of the management, 
for it is nothing more than an instrument 
to be used by management in planning 
and controlling operations by forecasting 
the results of a proposed operating pro- 
gram so that they may be visualized with 
some degree of accuracy before the pro- 
gram is undertaken. If there comes a time 
when the budget is recognized as no 
longer representing an attainable or ad- 
visable program, it should be revised. 

Controllers are extremely conscious of 
the extent to which government controls 
and regulations have affected operating 
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methods. It seems to me that these govern. 
ment controls will affect our budget prob. 
lem in an increasing degree. Under ma. 
terial control programs we have beep 
required to forecast our material needs 
and inventories and report our expected 
requirements to certain government agen. 
cies. The Director of Economic Stabiliza. 
tion has asked for information concerning 
the manhours of labor covering various 
future periods. Without adequate budgets 
it is impossible to prepare these reports 
with any reasonable amount of accuracy, 
Even though we hope these controls will 
be relaxed, as a matter of fact we can see 
definite signs which point toward in. 
creased demands upon the controller for 
information not only with regard to past 
operations, but having to do with the fu. 
ture. The Murray Full Employment Bill 
requires a careful estimate of the number 
of persons who will be employed during 
the 12 months beginning 6 months after 
the estimate is made. Certainly, the direc- 
tors of this peer will need definite 
information from each of us concerning 
our forecast of manpower and if we are 
to make an earnest effort to cooperate to 
the end that these programs will = work- 
able, it will be necessary that each of us 
maintain reliable budget data to enable 
us to intelligently supply the information 
required. 

We also find certain signs which indi- 
cate that we will be required to furnish 
forecasts of operations in order to supply 
investors with adequate information on 
which they may base their investment pro- 
gram. Jerome N. Frank, while he was 
chairman of the Securities Exchange Com- 
mission, suggested that management make 
it their prime objective to disclose pro- 
spective earning power for the benefit of 
investors. He argued that financial state- 
ments intended for investors should be 
designed with a view to their ultimate use 
in appraising earnings prospects. 

I am sure that none of us would agree 
that budgets have any place in published 
reports. We would be eager to point out 
that budgets used for such a purpose 
could do more harm than good and 
would afford the unscrupulous with op- 
portunities to mislead the investor. Yet 
the incident indicates the extent to which 
the public recognizes the power of budg- 
eting in controlling a business. 


* eo * 


Ten. states collected more than $25 
million each from gasoline tax revenues 
in 1945. The states and the amounts col- 
lected by each from gasoline taxes in that 
year are as follows: California, $58,900,- 


000; Florida, $25,500,000; _ Illinois, 
$37,700,000; Indiana, $25,900,000; 
Michigan, $29,100,000; New York, 


$53,200,000; North Carolina, $26,500, 
000; Ohio, $47,500,000; Pennsylvani 
$47,600,000, and Texas with collections 
amounting to $58,100,000. 
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A Review of Internal Auditing 


As a representative from The Institute 
of Internal Auditors, I would like to men- 
tion by way of introduction that our asso- 
ciation has for its prime objective, a rais- 
ing of the standard of internal auditing 
and the general ability and qualifications 
of its members. I feel sure you will be 
interested in this objective, since any ac- 
complishments we make in this direction 
will result in providing controllers with 
a better quality of service. 

I suppose that the majority of you 
make use of internal auditing in one form 
or another. Some of you no doubt have 
sensed the need for this type of service 
and have established internal auditing de- 
partments ; others have just inherited 
such a department. In this latter respect 
it may be that your inheritance has not 
been a too productive factor, in that the 
services rendered have been of a clerical 
standard, and have not contributed nm- 
terially to the solution of the many prob- 
lems that confront you as a controller. 

If such is the case, it is possible that 
you do not have the right kind of internal 
auditing, or if the right kind, then it is 
not functioning effectively. 

Consider for a moment the evolution 
of business in general during the last 
quarter century; the change that has oc- 
curred in production processes, the ad- 
vancement in marketing methods, the re- 
finements of cost accounting, and to bring 
the subject closer home, the strides that 
have been made in controllership func- 
tions. 

The same type of evolution has been 
taking place in the practice of internal 
auditing. 

In early days when much of the record 
keeping was performed by hand, and 
with less skilled employees than we have 
today, it was found necessary to have 
someone follow along behind the con- 
structive accounting to verify the handling 
of business transactions, and call to at- 
tention for correction the many errors 
that were common in that era of business. 
Internal controls were few and ineffective 
in comparison with present day systems, 
with the result that misappropriations 
were comparatively easy. Consequently, 
it was also necessary to have some one 
sufficiently skilled to police company val- 
ues, 

Needs of this kind were primarily re- 
sponsible for the birth of internal au- 
diting. The function was purely a polic- 
ing activity and the internal auditing de- 
partment was analogous to a plant protec- 
tion force. The level of auditing practiced 

id not rate much above a clerical routine. 
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This type of internal auditing, to a cer- 
tain extent, is still practiced today. In 
some cases it is because the objectives set 
by management do not require anything 
beyond a mere policing of some specified 
activity; in other instances, it is because 
management has failed to understand or 
appreciate the utility value of a properly 
organized internal auditing department, 
and therefore has demanded no more than 
the performance of clerical functions. 


STANDARD OF PRACTICE 


While there are several types of in- 
ternal auditing and varying levels of prac- 
tice within each classification, there have 
come out of the evolution of internal au- 
diting two general types in respect to 
standard of practice; namely, 


1. Clerical auditing 
2. Managerial auditing 


The difference between these two types 
of internal auditing is as marked as the 
difference between the duties of a gen- 
eral accountant and those of a controller; 
one merely requires clerical ability of a 
varying degree, depending upon the com- 
plexity of the objective, while the other 
demands professional skill of the highest 
quality. 

The clerical auditor is analogous to a 
policeman with a ‘Conan Doyle’ com- 
plex who walks his beat and raps recal- 
citrants on the shins with his night stick. 
In contrast the managerial auditor is a 
prospector and an assayer; he surveys, 
reviews, analyzes, evaluates and then 
recommends helpful conclusions; he is a 
diagnostician who writes contructive pre- 
scriptions. 

In general, clerical auditing does not 
comprehend much more than checking 
mathematical computations, testing distri- 
butions, determining sufficiency of ap- 
provals, reconciliation of accounts, Br 
stantiating balances, verifying adherence 
to policies and procedures, and similar 
routines; it is a type of auditing that in 
the main consists of verifying the clerical 


accuracy and integrity of the records. It 
is a form of auditing that can in most 
cases be predetermined; by that I mean 
one could practically blue print the rou- 
tine and follow the pattern ‘to the letter 
of the law” with little need for varying 
the specifications. 

Objectives are generally so clear and 
definite that manuals of procedure, stand- 
ard audit programs, audit questionnaires, 
and predetermined working papers can 
be used without much need for modifica- 
tion. 

There are cases where this type of au- 
diting will fully meet the requirements 
for which it is established; the objective 
will be served and the level of auditing 
may prove entirely satisfactory. 

Where the objective of audit includes 
more than a mere policing activity, and 
management looks to the auditor for 
worthwhile constructive | recommenda- 
tions based upon skillful observations and 
analyses, then we must turn to a higher 
level of auditing. 

The managerial auditor does not dis- 
count or neglect the objectives of clerical 
auditing but merely considers them as sec- 
ondary or incidental to larger and more 
important objectives. 

To fully qualify as a managerial au- 
ditor one must of necessity have a much 
broader training and experience than 
would be required if he was to function 
as an internal auditor at the policing 
level. 

The managerial auditor must possess, 
or be able to develop, a proprietorship 
complex or management consciousness 
that will enable him to view business 
transactions, operating routines, and anal- 
agous matters through the eyes of man- 
agement. He must be an analyst and in- 
terpreter to whom figures are more than 
cold statistics with narrow connotations. 


NEED FOR INTERNAL AUDITING 
With due recognition of those special 


cases having definitely limited objectives, 
I feel that many companies are not de- 





ration. 
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riving the quality of service from their 
internal auditing department which this 
agency is capable of performing if prop- 
erly set up and fully utilized. 

I like to think of an internal auditing 
department as a staff agency, created to 
serve as the eyes of management; not in 
any sense as a substitution, but purely as 
an aid, much the same as eye glasses 
serve the physical eye. 

In the older order of business, the 
executive lived very close to the “firing 
line” and was identified in many of the 
day to day activities. His area of respon- 
sibility was under close observation and 
he was intimately familiar with its many 
facets. With the growth of little com- 
panies into big companies and big com- 
panies into industrial and commercial 
giants, the executive has been pushed 
farther and farther away from that very 
important firing line. This alienation has 
been further complicated by the transition 
that has taken place in our methods of 
doing business and the related accounting 
therefor. You only have to reflect for a 
moment on the simple pay roll procedures 
of a generation ago and compare them 
with present day requirements fo appre- 
ciate the change that has taken place. To 
facilitate management and serve the ever 
increasing alphabetic bureaus of govern- 
ment, business routines, procedures, and 
reports have been eas to labyrinth 
proportions. 

The executive area of activity and cir- 
cumference of responsibility have broad- 
ened to such an extent, that today, top 
management of large companies can do 
little more than formulate policies and 
procedures and review and interpret re- 
ports on operations. 

While the executive has bridged this 
ever widening gap by surrounding him- 
self: with a corps of assistants and de- 
partment supervisors, he nevertheless is 
functioning by remote control; his ac- 
tions and decisions are predicated to a 
large extent upon oral and written re- 
ports supplied by his staff assistants. No 
matter how well the pattern of integra- 
tion may be formed, nor how effective the 
supervision may be, there are certain to 
be defects and deterioration that will de- 
velop unless constant and vigilant survey 
and evaluation are maintained. This can 
only be performed by an agency that is 
totally free from operating functions and 
is unbiased because of participation there- 
in. 

I would like to call your attention 
to an editorial appearing in the February, 
1946, issue of THE CONTROLLER under 
the heading of ‘Facts vs. Risks” which 
says in part: 


“Controllers deal in facts. They are their 
stock in trade. They spend much of their 
time digging them up, compiling them, 
and passing them along to their manage- 
ments. They also pass them along to a 


long list of governmental agencies, . 
Management uses these facts as a basis 
for making decisions.” 


Since the controller has the serious 
and important responsibility of supplying 
facts, and usually the added responsibility 
of assisting in their interpretation and 
pointing out their implications, it would 
seem that an internal auditing department, 
functioning at the managerial level, is an 
indispensable service agency in backing 
up this very important job. 

During the war period the demand for 
production rode “rough shod’’ over any- 
thing and everything that in the least way 
interfered with end results. Expediency 
wiped out or abridged the vital peace time 
systems of internal control and the re- 
fined procedures for accurate accounting. 
Costs were of secondary consideration to 
prompt accomplishment of objective. 
Profit limitations and excess profit taxes 
killed or dampened the spirit of economy. 

As a result, management has more than 
a plant reconversion job on its hands; it 
has an administrative and a clerical re- 
habilitation job to do. Systems of internal 
checks and controls need to be thought- 
fully surveyed and revitalized where 
necessary ; expensive clerical routines must 
be ferreted out and adjusted to peacetime 
standards. There are many other matters 
of a similar nature that must be accorded 
management consideration, if the business 
is to successfully operate between the up- 
per mill-stone of price control and the 
lower mill-stone of inflationary costs. The 
most difficult problem will be the dis- 
pelling of ah acces wartime philoso- 
phies that have permeated the minds of 
the rank and file, and substituting there- 
for a prewar consciousness in respect to 
costs and profits. 

A large part of this rehabilitation job 
is going to fall upon the controller, and 
it will take more than mere issuance of 
orders to accomplish it. The internal au- 
ditor can be of invaluable worth in as- 
sisting with problems of this nature. 

Another matter that I would like to 
draw to your attention is the increasing 
trend by government agencies towards 
placing a greater and more direct respon- 
sibility upon management for the cor- 
rectness of its statements and reports. 
The Securities and Exchange Commission 
has stated in the Interstate Hosiery Mills 
case,— 


“The fundamental and primary respon- 
sibility for the accuracy of information 
filed with the Commission and dissemi- 
nated among investors rests upon man- 
agement. Management does not discharge 
its obligations in this respect by the em- 
ployment of independent public account- 
ants, however respectable. Accountants’ 
certificates are required not as a substi- 
tute for management's accounting of its 
stewardship, but as a check upon that ac- 
counting.” 
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The increasing number of stockholders’ 
suits against management is a further in. 
dication of stewardship responsibilities 
that cannot be avoided by substitution of 
the public accountant’s certificate. 

I do not wish to imply that an internal 
auditing department has any “Aladdin” 
paraphernalia that will solve all of man. 
agement’s problems, but I do believe that 
a properly organized department, staffed 
with qualified personnel, and functioning 
at the higher level, will prove to be a 
very valuable service agency. 


REPORTING AUTHORITY 


A question that keeps bobbing up more 
or less frequently and which develops 
considerable difference of opinion is “to 
whom should the internal auditor report,” 
From my point of view the answer is 
simple; he should report to his creating 
authority, which may be,— 


. Stockholders 

. Board of Directors 

. President 

Vice-President 

Treasurer 

. Controller 

. Other functional authority. 


A survey of a limited nature, recently 
made by The Institute of Internal Au- 
ditors, indicated that the internal audi- 
tor’s reporting authority was as follows: 


Controller 47% 
Treasurer 20% 
President 12% 
Vice-President 11% 
Directors 7% 
Other 3% 


When the position of internal auditor 
is created by charter or by-law provision 
or by action of the board of directors, 
the internal auditor generally takes on 
the rank of a corporate official. While 
this method is not a common practice, 
it is employed where proprietorship in- 
terests desire an independent observer of 
business operations, reporting directly to 
them. 

When no action is taken by proprietor- 
ship interests, the internal auditor may be 
appointed by top management such as the 
president or a management committee. 
In such a case the auditor's independence 
and scope of operations is narrowed to 
the extent that management may tule; 
however, in general he is not seriously 
restricted. 

When the internal auditor is appointed 
by the treasurer, controller or other staff 
head his scope of operations generally is 
restricted to the creating authority's area 
of activity and responsibility, and his in- 
dependence is correspondingly limited; 
he no longer represents proprietorship 10- 
terest, but staff interests. 

It is not the internal auditor's preroga- 
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tive to say who shall create his position, 
but it is essential that he clearly under- 
stand who his creating authority is, and 
to whom he is responsible. In addition 
he should determine the objectives to be 
accomplished, any restrictions or limita- 
tions that may be placed upon him, and 
the exact extent of his independence and 
authority. ; 

If these and similar matters’ are clearly 
outlined and understood by all concerned 
at the time the internal auditor is ap- 
pointed, it will promote a better relation- 
ship and obviate many of the difficulties 
that often develop when such a clear un- 
derstanding does not exist. 


Types OF INTERNAL AUDITING 


When one speaks of public accounting 
we all have a fairly uniform understand- 
ing of what that term comprehends. The 
terms balance sheet audit, detailed audit, 
cash audit, et cetera, also carry clear con- 
notations, and when reference is made to 
the public accountant’s staff personnel by 
the use of such titles as: 

(a) Principals 
(b) Supervisors 
(c) Seniors 

(d) Semi-Seniors 
(e) Juniors 

(f) Apprentices, 


we also have the same uniform under- 
standing of their respective qualifications, 
duties, responsibilities and the general 
character of work performed. 

Because the term “internal auditing” 
has been used rather loosely over the 
years, having been applied to all forms of 
verification work from food checking in 
a restaurant to proving the net worth of a 
billion dollar corporation, I doubt if any 
two persons will draw the same connota- 
tions from the phrase internal auditing; 
we are likely to understand the term as 
we have observed or experienced internal 
auditing. 

The objectives to be accomplished, the 
techniques to be applied, and staff quali- 
fications will vary according to the type 
of internal auditing that is under con- 
sideration. For examples of types, we 
have: 

(a) General Auditors 

(b) Traveling Auditors 

(c) Resident Auditors 

(d) Branch Auditors 

(e) Disbursement Auditors 
(f) Pay Roll Auditors 

(g) Sales Auditors 

(h) Construction Auditors 
(i) Innumerable other types. 


These various types of internal audi- 
tors have a varying scope of activities and 
special objectives. Therefore when we are 
talking about internal auditing practices 
and procedures, we must first reduce the 
subject to a common understanding by 
dealing with specific cases. 
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In respect to performance, internal au- 

dits may be classified as, 

(a) Continuous audits 

(b) Feature audits 

(c) Periodic audits 
and continuous audits may be sub-classi- 
fied as,— 

(a) Pre-audits 

(b) Post-audits. 

Continuous audits of the pre-audit 
type are generally employed where it is 
desired to have all transactions inde- 
pendently verified before finalization; 
this form is used largely by disbursement 
auditors. Continuous audits of the post- 
audit type differ only in respect to time 
of performance; the verification is usu- 
ally carried out at the auditor's conveni- 
ence following consummation of the 
transaction but before transfer of related 
records to closed files. 

Feature auditing consists of examining 
one phase of the program at a time; such 
as cash receipts, pay rolls, plant accounts, 
et cetera. The program is generally so ar- 
ranged that all features will be covered 
at least once each year, and some will be 
serviced two or more times depending 
upon requirements. This method is em- 
ployed largely by Resident Internal Au- 
ditors. 

When a company has scattered opera- 
tions that are covered by a staff of travel- 
ing auditors, the examination usually in- 
cludes all features and phases for a defi- 
nite period, such as quarterly, semi-an- 
nually, yearly or at irregular intervals. 

The type of auditing to be employed 
depends entirely upon organizational set- 
up and objectives to be accomplished. In- 
ternal audit systems do not come in stock 
patterns, they have to be “tailor-made” 
if they are to be effective service agencies. 

The first step in setting up an internal 
auditing department is to fix objectives; 
not just some, but all objectives. Too 
often an audit department is created to 
meet some limited or pressing need, and 
from that point on it begins to stray into 
new and unplanned fields which often 
gets the auditor into difficulties or creates 
friction with other management areas. 

Objectives should be thoughtfully 
planned and accepted by all affected in- 
terests. The independence, authority, and 
restrictions, if any, to be placed upon the 
auditor should be meticulously defined. 

Another matter to be settled is whether 
the auditor is to act as a corrective and 
reporting agent or merely as a reporter. 
Some audit objectives call for prompt 
remedial action and authority to issue 
corrective orders is delegated to the au- 
ditor. This procedure is quite general in 
respect to traveling auditors covering 
branch locations. In some cases this dele- 
gated authority is quite broad and in 
other cases is of a limited nature. The 
degree of delegation depends upon the 
type of coverage and the standard of abil- 
ity possessed by the auditor. The point I 
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want to make is that this matter should 
be clearly understood and specifically de- 
fined. 

The predominating practice is for the 
auditor to act as a reporter with counsel- 
ing authority. Under this plan the auditor 
reports his findings and recommendations 
to his principal or creating authority who 
will issue the necessary corrective instruc- 
tions. However, where the auditor pos- 
sesses counseling authority, he will ex- 
pfess opinions, suggest ideas, make con- 
structive recommendations of a routine 
nature, and otherwise render unto to 
those whose records he examines such 
helpful service as his qualifications per- 
mit. Where an observing auditor covers 
a number of widely separated units, he 
has the unique advantage of being able to 
make operating comparisons, and thus is 
in a position to pass along some very con- 
structive and profitable recommendations. 

If details relating to the auditor's func- 
tions are carefully worked out and re- 
duced to manual form it will prevent 
many annoying instances, promote better 
relationship within the organization, and 
insure effective operation of the auditing 
department. 


AupiT REPORTING 


For those cases where the “continuous 
type of auditing is used, reports by the 
auditor are generally rendered on a 
monthly basis; however, the frequency of 
reports should conform to management's 
requirements. 

When the auditor, is following a “‘fea- 
ture” audit program, he should render 
his report upon completion of each fea- 
ture. But if his work schedule calls for 
“periodic” examinations, then his report 
should be submitted promptly upon the 
completion of his assignment. 

The auditor should be sensitive to im- 
portant matters that may be developed 
during the course of his examination and 
which should receive prompt considera- 
tion; these matters should be handled by 
an interim report or by a confidential let- 
ter addressed to his reporting authority. 

Report follow-up is a subject that I 
want to draw to your attention with con- 
siderable emphasis. I say with emphasis, 
because I have seen many cases in which 
audit reports were filed by the recipients 
with little or no action, unless they dis- 
closed some startling information, such as 
a defalcation. Why spend good dollars 
for an internal auditing department and 
then fail to use it? Either the auditor's 
report contains worthwhile constructive 
criticism and recommendations that 
should receive management's considera- 
tion and action, or it is merely a low 
gtade piece of amateurish composition 
that recites nothing of management 
worth. If the former, then action is mer- 
ited; if the latter, then action also is 
merited, but an entirely different kind of 
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action; it is time to rehabilitate the type 
of service being rendered, or if the serv- 
ice quality is satisfactory, then there is a 
need for a higher grade of report writing. 

Ineffective communication is a universal 
weakness, but it stands out like the north 
star on a clear night, with those who have 
to express the product of their effort by 
the medium of the pen. You will find 
auditors who can do an excellent job as 
far as performing the audit is concerned, 
but when the work is completed and they 
face the problem of rendering a report 
on their examination, they fall from the 
pinnacle of professionalism to the depths 
of an amateur. Reports have to be 
thoughtfully constructed, not just thrown 
together; and above all they must com- 
municate. They must be,— 


. Correct 

. Clear 

. Concise 

. Courteous, and have 
. Character. 


WM Bw Dh 


These are the five C’s of report writ- 
ing; correctness, clarity, conciseness, 
courtesy and character. In addition, the 
writer should be tactful and diplomatic, 
and be a human telationist. The style of 
presentation must be pleasing and eupho- 
nious. Skill in the use of tables, graphs, 
exhibits and examples is also an essential 
quality to good report writing. 

If you are getting a high type of au- 
diting performance, that 1s intelligently 
expressed in report form, then provision 
should be made for a prompt and aggres- 
sive follow-up system. When the con- 
troller or other reporting principal does 
not have the available time to personally 
attend to this function, then some one 
should be designated to represent him. 


AupbDiIT WORKING PAPERS 


Every audit report should be supported 
by non-excessive, orderly and intelligible 
working papers. In general, the skillful 
practitioner makes comparatively few 
working papers; but each and every paper 
has a very definite purpose. As a rule 
the less skill that one has, the more work- 
ing papers he will produce; he compen- 
sates his deficiency by resorting to physical 
routines. High level auditing is largely a 
mental process; probably eighty to ninety 
per cent. mental and ten to twenty per 
cent. physical. Yet, in many cases you 
will find this ratio reversed. 

There is an old saying “By their deeds 
ye shall know them.” Relating this old 
aphorism to auditors we might paraphrase 
it by saying ‘“By their working papers ye 
shall know them.” It is the qualitative 
character of working papers rather than 
quantitative that reflects professionalism. 

The increasing responsibilities being 
placed upon public accountants by gov- 
ernment agencies makes it necessary for 





them to obtain added assurances concern- 
ing the condition of companies examined. 
High grade working papers, intelligently 
annotated and made available to them, 
will facilitate their work to a considerable 
extent and encourage confidence in the in- 
tegrity of the records. 

Clothing the internal auditor with in- 
dependence and freedom of action, de- 
manding skillful performance, and in- 
sisting on a high grade of working pa- 
pers, will make possible a more effective 
degree of cooperation with the public ac- 
countant; and the coordination of activi- 
ties will result in a greater service to the 
company as well as in a financial saving. 


INTERNAL AUDITOR AS UTILITY MAN 


Because the objectives of audit do not 
generally call for satisfaction by a speci- 
fied date, there is likely to be an inclina- 
tion to call on the internal auditor in 
times of emergency or peak accounting 
periods for temporary assistance. Fre- 
quently this temporary measure develops 
into a more or less permanent arrange- 
ment that leaves little time for really ef- 
fective auditing; and furthermore, it 
places the auditor in the position of hav- 
ing to pass judgment on activities in 
which he has participated. 

While there may be times when appro- 
priation of the auditot’s services to con- 
structive accounting may be highly de- 
sirable and practicable, care should be 
exercised to see that it is kept to a mini- 
mum. The auditor should not be charged 
with the responsibility of any function 
that forms a part of the general operat- 
ing system; this recommendation also ap- 
plies to the preparation of departmental 
procedures. It is in perfect accord with 
his duties and responsibility to recom- 
mend new or revised procedures, and to 
pass opinion on such matters before they 
are put into effect, when so requested, but 
his freedom to subsequently criticise 
when criticism is ncessary in the interest 
of the company must not in any way be 
impaired. 


AuDIT MANUALS AND PROGRAMS 


I am a strong advocate of operating 
manuals for each department of an or- 
ganization. In addition I recommend that 
each department manual be supported by 
a detailed procedure manual for each 
functional activity within a department. 

If these manuals are properly prepared, 
in specific detail, they will provide,— 


(1) @ yardstick by which to measure the 
effectiveness of work performed 
(2) a statute that will enable each em- 
ployee to determine with preciseness 
his area of activity and responsibility 
(3) 4 road map that will facilitate and 
accelerate the orientation of new em- 
ployees 
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(4) a base or standard by which the in. 
ternal auditor can determine the de. 
gree to which management's objec. 
tives have been accomplished. 


The question now arises as to whether 
or not the doctor can take a dose of his 
own medicine; that is, should we have 
manuals of procedure for the internal ay. 
diting department. If the type of auditing 
to be performed is of a clerical or polic. 
ing nature, then the answer is yes, If 
auditing at the managerial level is de. 
sired, then the answer is yes, but with 
qualifications. 

An operating manual is as desirable 
for the auditing department as it is for 
any department, but any attempt to 
groove the detail processes of managerial 
auditing will reduce it to the status of a 
clerical routine; its effectiveness as a pro- 
fessional agency will be dissipated. 

Standard audit programs, which are 
comparable to detailed procedure manu. 
als recommended for functional units, 
may serve a useful purpose in connection 
with clerical auditing but they should 
never be employed by one engaged in au- 
diting at the managerial level. Their use, 
of course, is essential for the apprentice 
during his training period but they should 
be withdrawn as soon as he is able to 
perform on his own responsibility. 

The foregoing statements may sound 
somewhat paradoxical, but I feel sure 
their soundness will be appreciated if 
given some thoughtful consideration. 

As I have previously mentioned, high 
level effective internal auditing is largely 
a mental process; a procedure by which 
each item examined is put through an 
individualistic screening. Every subject 
under consideration passes through five 
steps, in the following order: 


1. Survey 

2. Review 

3. Analysis 
4. Evaluation 
5. Conclusion 


These five steps are mental processes 
to the extent of eighty per cent. or mote, 
and involve the application of sound judg- 
ment; and judgment is something that 
cannot be reduced to a formula. 

I do not wish to imply that an auditor 
is to be assigned to an engagement with- 
out instructions. He needs briefing just 
as much as the pilot who is to carty out 
a bombing mission. 

The auditor's assigning supervisor 
should consider each engagement in the 
light of its past history, and any special 
current matters of interest. He should 
then discuss the assignment in detail with 
the auditor selected to make the examine 
tion. The next step is to draw up a “tailor 
made” audit which should set forth the 
general and specific objectives and aay 
other particulars pertinent to the engage 
ment that will facilitate the examination. 
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However, the techniques to be applied 
must necessarily be determined by the 
examiner; and he likewise will be held 
accountable for sufficiency and propriety. 


STAFF QUALIFICATIONS 


That trite saying, “You cannot get 
something for nothing” aptly applies to 
internal auditors; you cannot get high 
level auditing from an inferior staff. If 
it is a budget consideration, I would pre- 
fer to have one or two highly skilled prac- 
titioners than three or four men of lim- 
ited ability. However, the difference in 
salary cost between a skilled technician 
and one of mediocre ability is small in 
comparison with the difference in pro- 
ductivity. 

In selecting a department head we 
would do well to keep in mind that old 
maxim by Emerson—“‘An institution is 


the shadow of one man.” An auditing. 


staff is likely to reflect the shadow of 
its leadership. I think we all can agree 
that highly technical and complicated of- 
fice equipment must constantly be serv- 
iced if it is to perform efficiently. Staffs 
likewise have to be serviced if we are to 
obtain a superior type of performance. 

The standard of practice must be con- 
stantly challenged and the par of execu- 
tion jealously guarded. Auditing is an 
activity that is highly susceptible to com- 
placency, a disease for which the only 
vaccine is alert and aggressive leadership. 
While the exceptions developed by an 
audit may be very important, the number 
of such exceptions are few in comparison 
with the volume of transactions examined. 
Auditing is somewhat analogous to the 
proverbial hunting for a needle in a hay 
stack. You have to handle a lot of straws 
to find the needle, and after you handle 
a few thousand straws there is a danger 
that your alertness and critical ability may 
depreciate to the extent that you miss 
the point. Vigilant supervision must be 
maintained to prevent a complacent type 
of practice. 

The director of an audit activity must 
also guard against the development of 
“formula” auditing, an affliction that pro- 
duces an anemic standard of practice. 

When a staff auditor has traversed the 
same ground many times he naturally de- 
Velops and perfects a pattern of procedure 
that is suited to the circurnstances. He is 
likely to follow this same blueprint in 
all future engagements having similar 
objectives. The end result is that he drifts 
into a “standard audit program” type of 
auditing; the very leech of managerial 
auditing, which is predicated on an in- 
dividual diagnosis and a “tailor-made” 
program of procedure. 

The head of an auditing department 
must be cognizant of these ills that are 
apt to develop and be ever alert for the 
need of staff training, counseling and ef- 
fective supervision. 
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I feel, that in general, management has 
not properly balanced its attention to the 
three M’s of business—materials, ma- 
chines and men. Practically all their ef- 
fort has been directed to the develop- 
ment and perfection of the first two M’s 
—Materials and Machines. 

Thousands of dollars have been ex- 
pended for research buildings and ex- 
perimental laboratories; and additional 
thousands have been expended to main- 
tain staffs of metallurgists, chemists, engi- 
neers and other skilled technicians to de- 
velop and perfect materials and machines. 
Continuous effort is made to find better 
materials and methods of production; and 
engineers ate ever striving to develop 
machines of greater productive capacity. 
No expense is spared to accomplish even 
the slightest improvement in these. two 
M’s. But do we give the same considera- 
tion to this third M—Men? Do we pro- 
vide a Human Engineering Laboratory, 
or any modification thereof, that will pro- 
duce more capable personnel ? In general, 
No! This member of the trio is left 
largely to Providence. 

It is my firm opinion that staff training 
programs can be developed to suit most 
any type of staff, but they are particularly 
beneficial to such activities as internal au- 
diting where broad and varied ability with 
top performance are required. 


ORGANIZING A STAFF 


I think it might be desirable at this 
point to summarize a few of the more im- 
portant matters that should be considered 
in establishing an internal auditing de- 
partment. 

The first step is to fix objectives. What 
is our purpose in creating an internal au- 
diting department? What is it that we 
want to accomplish? Granted that these 
purposes are justified, is it possible that 
there are other objectives outside of our 
own area of responsibility that could be 
served by this staff agency, with profit 
to the company? This possibility should 
be thoughtfully explored in order that the 
maximum of benefits may be obtained 
from the staff that we are creating. 

The second step is to review these ob- 
jectives carefully to determine the type 
of audit service required. Can they all 
be satisfied by a clerical or policing stand- 
ard of performance or is there a need for 
skilled technicians? Do we need a ‘‘see- 
ing eye’? Someone that is fully capable 
of making observations, analyses, evalua- 
tions and reliable conclusions for us? 
Will a ‘fact finding” agency contribute 
to relieving our myriad of administrative 
problems and responsibilities? Questions 
of this nature must be considered and a 
decision made as to the standard of prac- 
tice that will be required. It would seem 
that if we are going to the expense of 
setting up an internal auditing depart- 
ment, we should exact the maximum 
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benefit therefrom; and this can be accom- 
plished by demanding a managerial 
standard of practice. 

Having fixed objectives and decided on 
the standard of performance required, we 
should determine to whom the auditor is 
to report. In addition we should provide 
a follow-up system that will insure the 
auditor’s criticisms and recommendations 
being properly considered and accorded 
necessary action. 

We must also define the auditor's in- 
dependence, fix the limits of his author- 
ity and state his restrictions or limitations 
in order that he may know at all times 
just where he stands. 

We should also settle the question of 
whether he is to act as a corrective and 
reporting agent or merely as a reporter; 
and if the latter, is he to possess coun- 
seling authority ? 

The weight of coverage is one of the 
most difficult problems that we have for 
settlement. Auditing spread too thin is 
rarely profitable, ‘n that it is apt to defeat 
the very purpose for which it was created. 
Likewise if we endeavor to make a too 
heavy coverage, it may prove uneconomic. 
The problem is to strike a reasonable bal- 
ance. It is for this very reason that it is 
important to employ only the most skill- 
ful talent available. Two or three highly 
—_ men will produce far more real, 
effective auditing than twice that number 
with mediocre ability. The skilled tech- 
nician resorts to scientific and selective 
tests, whereas the auditor with limited 
ability has to employ detailed proofs to 
accomplish the same objective. 

Weight of coverage is not an easy prob- 
lem for management to settle with any 
degree of accuracy. However, the prob- 
lem should be recognized and settled 
within reasonable bounds; if the right 
man is selected to head the activity he 
will effect the finer balance required. 

This leads us up to the problem of 
selecting a director for our auditing ac- 
tivity. This is one of the most important 
steps in the whole procedure, and the 
point where many managements make 
their biggest error. All too often the de- 
partment head is selected, solely on the 
basis of his technical knowledge, and ex- 
perience in the practice thereof; and this 
fallacy applies to the selection of most 
other department heads. While it is 
highly important that we have a skilled 
technician to head the department, it is 
doubly important that he should possess 
leadership qualities, administrative abil- 
ity and sound business judgment. Pos- 
sessed with these qualities he will attract 
and develop men of like kind. He will 
not only deliver a real policing service 
but produce a fact finding agency. 

While there are many other phases of 
internal auditing that could be profitably 
discussed, I hope that I have been fortu- 
nate enough to select those that would 
prove most interesting and helpful to you. 








Establishing Production Controls 


The subject of production control is 
so broad and has so many varying aspects 
that I think it advisable to open my com- 
ments with an outline of the basis on 
which my comments will be made. 

In the first place I have assumed that 
we are dealing with a concern that is 
manufacturing a number of products, and 
also that for each product line, there are 
many different sizes and types of items. 

In the second place I have assumed 
that while we are interested in the sub- 
ject of controls and procedures for all of 
the various phases of operations we are 
more particularly interested in controls 
and procedures concerning labor, mate- 
rials, purchasing, and scheduling and 
planning. 

In the third place I have assumed that 
the concern that we are to discuss does 
not have the controls or procedures that 
are necessary to effectively control its op- 
erations, and that management is inter- 
ested in instituting all of the controls 
necessary to establish controlled produc- 
tion and controlled costs. Management 
is also interested in laying the ground 
work for the development of budgetary 
control. 

In the fourth place I believe that there 
is a very close relationship between the 
establishment of production control, and 
the development of standards; that is, 
standard costs, and standard cost proce- 
dures. I shall approach the problem of 
production control on this basis. 

The first and most important step in 
the establishment of controls is to estab- 
lish the organization along definitely de- 
fined functional lines. It is imperative 
that the responsibilities of each function 
be clearly outlined and that the staff be 
trained to operate within the responsibil- 
ity limits established. 

In discussing production control with 
you I will discuss the various functions 
as falling under executive responsibility 
as follows: 


Sales Executive 
Sales Department 
Product Engineering 


Manufacturing Executive 
Material Control 
Scheduling and Planning 
Production Departments 
Standards (Time study) 
Methods and Equipment 
Shipping 

Controller 
Accounting 
Costs 
Finances 
Procedures 
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The first phase of controls that I shall 
discuss will be the control of productive 
labor. A great deal can be said on the 
subject of piece work vs. day work 
method of paying productive labor and 
I do not intend to go into the merits of 
these two methods. Rather I will assume 
that we all agree that if a satisfactory 
piece work system can be established, it 
is the preferable method because of the 
extent to which it contributes to effective 
control of labor costs and production. 


LABOR CONTROLS 


If a piece work system is going to be 
established, it must be established on the 
sound foundation of equitable wage rates 
and properly related job classifications. 
If the wage structure is out of balance 
or if the various jobs are not precisely 
classified in accord with their relation to 
each other, much subsequent confusion 
and dissatisfaction will result. Therefore, 
before proceeding with the establishment 
of the piece work prices or rates, a very 
thorough job classification and job evalu- 
ation program must be instituted. 

If there is a Union representing the 
employees in the plant it is desirable to 
ask the Union to work with the company 
representatives in the development of the 
evaluation program. 

The first step in the evaluation pro- 
gram is to prepare for every job or task 
within the plant, a complete job descrip- 
tion. These job descriptions should be 
i era independently by the foremen 
and by the representatives of the Union. 
All job descriptions should be compared 
and rewritten by the Standards Depart- 
ment or the Production Manager, tre- 
viewed by the Works Manager, and sub- 
mitted to the Union for their approval. 

When all of the job descriptions have 
been agreed upon, all jobs should be 
evaluated or rated. It is desirable to have 
three independent ratings made, one by 
the foreman, one by the Standards De- 
partment and one by the Union. 

After all three independent ratings 
have been prepared, the Works Manager 


or Standards Department will Ptepare 
from these three ratings, the final rating, 
a copy of which should be submitted to 
the Union for their approval. 

It may be well to add here that the suc- 
cess of a job evaluation and classification 
program depends to a large extent upon 
the confidence that the individual em. 
ployees have in the program, and par. 
ticularly upon the confidence and coop. 
eration of the Union. Much subsequent 
trouble can be eliminated by selling the 
Union on the soundness of the program 
and getting them to participate in the 
original establishment of the plan. 

Upon the completion of all ratings, 
each job must be listed on a master sched- 
ule according to the ratings determined. 
The highest rated jobs should be listed 
at the top of the rating schedule and the 
lowest at the bottom. 

It will then be necessary to set the base 
wage rates to apply to the various jobs. 
The number of labor grades that must be 
established will depend upon the number 
of groups into which the Blk of the jobs 
fall. When the number of labor grades 
required has been established, base labor 
rates should be set using the highest rate 
presently in effect for the top group and 
the minimum wage rate presently in effect 
for the top group and the minimum wage 
rate presently in effect for the bottom 
group, all intervening groups receiving 
rates evenly proportioned *between top 
and bottom in the same ‘relationship that 
the groups of ratings are to each other. 

When the base rates as determined 
above have been agreed upon by the com- 
pany and the Union and necessary approval 
obtained, the base for the determination 
of piece work prices has been established. 
It is to be noted that a single rate struc- 
ture is recommended. Wage brackets com- 
plicate piece work price determination. 

It is usual practice to establish piece 
work prices by time study, and after in- 
cluding necessary personal needs factors, 
to set the prices so that the average 
worker can earn from twenty to twenty- 
five per cent in excess of the base rate. 
That is, set the rates so that a worker 





a meeting of the Quad-Cities Control. 





THE CONTROLLER’S VIEWPOINT 


The corporate controller should be responsible, Mr. Miller points out, for the 
effective control of all plant and organizational practices, through the develop- 
ment of standardized procedures and their subsequent audit to check compli- 
ance and the need for possible revisions. These are but a few of the many per- 
tinent observations brought out by the author who delivered this paper before 
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whose base rate, for example, is $1.00 per 
hour should, if he is an average worker, 
be able to earn $1.25 per hour at piece 
work. 

If there is no Time Study Department 
established at the inception of the job 
evaluation program, it is well to establish 
same immediately so that the department 
will be trained and ready to make the 
vast number of time studies required just 
as sOON as the evaluation program is com- 
Jeted and the base rates agreed upon: 

Samples of the Job Description and 
Job Rating Forms used by one large en- 
gineering firm are available here for any 
of you who would be interested in tak- 
ing them along for study or reference. 

Under this piece work system it is 
necessaty for Time Study Department to 
establish piece work prices for every op- 
eration to be performed on every part or 
assembly to be made within the plant. 

A Standard Cost Sheet should be set 
up in the Time Study Department for 
each part or assembly, listing thereon 
every operation to be performed. As the 
ptices are set and the standard rates or 
production determined for each opera- 
tion, this information must be entered on 
the Standard Cost Sheet, thereby estab- 
lishing the standard cost for the part for 
the Cost Department and establishing the 
piece work prices to be paid to the work- 
ets by the Payroll Department. 

This Standard Cost Sheet also serves 
as the basis for scheduling and planning 
production through the use of the stand- 
ard rates of production per hour as deter- 
mined by time study. 

The Standard Cost Sheet also serves 
another important purpose. It is used to 
issue Productive Labor job cards to the 
various time keeping stations in the plant. 
A separate Productive Labor card is is- 
sued for each operation appearing on the 
Standard Cost Sheet, these labor cards 
catty operation number, description of 
the operation and the piece work price 
pet piece set by the Time Study Depart- 
ment. Each Productive Labor card also 
cartied the Production Order number and 
the quantity of pieces to be made on the 
order. It is often helpful to use key- 
slotted cards to facilitate subsequent sort- 
ing in the Payroll and Cost Departments. 


MATERIAL CONTROL 


Now I will take up the second phase 
of controls, the control of Productive 
Materials, 

The basis for Labor control outlined 
above was the establishment of the Stand- 
atd Cost Sheet. The basis for the control 
of Productive Materials is the establish- 
ment of the Bill of Material. The Bill of 
Material should be developed and issued 

the Product Engineering Department. 
The Bill of Material should contain a 
complete list by part numbers of materials 
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entering into the product for which the 
Bill of Material is issued. There should 
also appear on the Bill of Material the 
specifications of the type of material re- 
= the dimensions or sizes required 
or each part, specifications regarding as- 
semblies, painting or coating, and pack- 
ing or packaging. 

The Product Engineering Department 
will also issue all blue prints to the Pro- 
duction departments, Material Control 
department, and the Purchasing depart- 
ment. 

The Material Control department is re- 
sponsible for the maintenance of the in- 
ventory stock cards for all productive ma- 
terials. These stock cards are set up to 
carry the following information: 


Heading—Part Number 
Unit : 
Weight or other measurement 
Weight or measurement per unit 
Maximum stock 
Minimum stock 
Normal scrap per cent. 


Requirements 
Order Number 
Quantity per order 


Distribution of requirement 


Procurement Requisition 
Purchase requisition number 
Date issued 
Quantity ordered 
Purchase order number 
Purchase order quantity 
Date promised 


Received in stock 
Date 
Receiving report number 
Quantity received 


Issued from stock 
Date 
Requisition number 


Quantity 


Rejects—Reject ticket number 
Date 
Quantity 


Physical Balance on hand 
Date 
Quantity 


Unassigned stock balance 
Receipts 
Allocations 
Net Balance 


Cards must be provided for all items 
of inventory, and the Material Control 
Department also assumes full responsibil- 
ity for the issuance of Purchase Requisi- 
tions for purchases of all Productive Ma- 
terials. 

It is well to digress for a moment to 
discuss the problem of the method of 
control of the issuance of manufacturing 
orders. Many manufacturing concerns 
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manufacture for inventory against esti- 
mates of requirements developed by the 
Sales department and authorized for man- 
ufacture by the Chief Executive Officer. 
Many other manufacturing concerns man- 
ufacture entirely to customer’s order and 
operate on a job order basis. Because the 
problems of material control are more 
complex under the job order method of 
operation, I will discuss material con- 
trol for the job order operation. 

There are a great many different meth- 
ods or systems that may be used for 
notifying the manufacturing division of 
the receipt of a customer’s order, and no 
standard procedure or rule can be laid 
down here to cover this phase of the 
operation or procedure. In our own com- 
pany, for example, we use a twelve part, 
one-time carbon, snap-set Sales Order. 
The first five copies are the invoicing 
copies. Copies six through nine are pro- 
duction copies. Copies ten through twelve 
are sales and shipping department copies. 

As each Sales Order is issued, we for- 
ward to Production division with their 
copies of the Sales Order, a set of blue 
prints and two Bills of Material. 

In most concerns if the engineering 
changes are not too numerous, they can 
be handled by engineering change notice 
and the issuance of blue prints and Bills 
of Material with each Sales Order is not 
required. 

Upon receipt of notification of cus- 
tomer’s order, the Material Control de- 
partment prepares a Sales Planning Sheet 
from the Bill of Material, showing there- 
on for each item of material, the gross 
quantity of each item of material that is 
required to produce customer require- 
ments. 

At the time the requirements are en- 
tered on the Planning sheet, the require- 
ments are posted to the Inventory stock 
card in the requirements column for each 
item on the Bill of Material, and the 
“Unassigned stock balances’ reduced. 

As the postings are made to the stock 
cards, entry is made on the Planning 
sheet showing whether the material is on 
hand, or whether it must be requisitioned 
from Purchasing. Entry is also made for 
all items that must be purchased showing 
the probable date the material will be 
received. 

After the material status has been re- 
corded on the Planning Sheet, this sheet 
is forwarded to the Production Planning 
and Scheduling clerks who review the 
requirements of the order in relation to 
the machine loadings. 

Production Planning review each Plan- 
ning sheet with particular reference to the 
delivery requested by the customer, as 
stated on the notification of the Cus- 
tomer’s order. 

Through reference to the standard cost 
sheet issued by the Standards department 
referred to previously under the heading 
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of Labor controls, Production Planning 
can determine the hourly productivity 
rates for each item and operation and 
make the necessary entries on the machine 
loading schedules, thereby determining 
overall machine loads. By reference to 
over-all machine loads Production Plan- 
ning can determine if the items can be 
produced to meet customer requirements. 
Production Planning will enter on the 
Sales Planning Sheet the production 
schedule by months or other suitable pro- 
duction periods in the various production 
centers for the various items of material 
appearing on the Planning sheet. The 
Planning Sheet is then returned to Ma- 
terial Control department. 

Upon receipt from Production Plan- 
ning of the Planning sheet with the pro- 
duction schedule as entered by Production 
Planning, Material Control will enter the 
requirements by months on the Inventory 
stock cards in the space provided on the 
card. 

The purpose of this posting is to show 
at all times the over-all requirement for 
each item of Productive Material by 
months so that the actual physical in- 
ventory may be issued to the shop intel- 
ligently and in accordance with require- 
ments. This over-all monthly requirement 
data is also of great value in the follow- 
up procedure with Purchasing concerning 
the arrival of the materials in the plant. 

The next step in the Material Control 
procedure is the issuance of Purchase 
Requisitions to the Purchasing depart- 
ment for all items of material required 
to produce the customers’ requirements. 
All requisitions must contain the delivery 
dates that the materials must arrive in the 
plant to meet the scheduled production 
set up by the Production Planning clerks. 
In issuing Purchase Requisitions, it is im- 
portant that not more than one type of 
material be entered on each requisition. 

It is also the function of the Material 
Control department to follow-up the Pur- 
chasing department regarding the issu- 
ance of Purchase Orders for all items 
requisitioned by Material Control on. the 
Purchase Requisitions. 

Material Control enters all Purchase 
Orders issued by Purchasing, on its In- 
ventory stock cards, and also enters there- 
on all delivery promises as reported to 
the Purchasing department by the Ven- 
dors. Material Control maintains a con- 
stant follow-up of all Vendor promises 
of delivery in order to make certain that 
the materials will be received in time to 
permit Production to proceed according 
to the Planned Production. 

If for any reason Production cannot 
produce according to the delivery request 
of the customer, Sales Department is noti- 
fied in order that they can arrange a satis- 
factory delivery acceptable to both the 
customer and Production. 

If for any reason the vendor is unable 
to make delivery of materials to meet the 
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requirements of the Production plan, Ma- 
terial Control will so notify Production in 
order that the necessary rearrangements 
can be made in the Production Plan, and 
Sales department is also notified so that 
the customer may be notified of possible 
delays in the shipping schedule. 

It is a fundamental of the material con- 
trol procedure outlined here, that ma- 
terials be purchased according to cus- 
tomer requirements. There will of neces- 
sity be some items of material which 
must be bought for inventory and for 
which maximums and minimums must be 
established. As a means of holding the 
inventory to requirements of customers 
on fixed orders, and thereby carrying a 
minimum investment in inventory, the 
items that are purchased for stock should 
be held to the absolute minimum. 

In order that Material Control main- 
tain a complete record of the physical in- 
ventory, all Receiving Reports as issued 
daily by the Receiving Department must 
be forwarded to the Material Control de- 
partment for entry on the Inventory stock 
cards in the Receipts section and in the 
Balance on Hand. 

Materials are to be requisitioned from 
the Raw Material stock rooms by Produc- 
tion Planning in accord with the require- 
ments of the daily production schedule, 
and the requisitions are to be forwarded 
to the Material Control department for 
entry on the Inventory stock cards in the 
requisitioned section and for deduction 
from the physical Balance on Hand. 

After entry by Material Control of Re- 
ceiving Reports and Requisitions, Mate- 
rial Control will forward same to the Ac- 
counting Department for entry in the cost 
and financial records. Material Control 
will also clear all materials received from 
the follow-up file on vendors delivery 
promises. 

It is also essential that Material Con- 
trol record on the Inventory stock cards 
all materials scrapped by “aig ste 
through spoilage, or rejected by Inspec- 
tion department. Adjustment of Balances 
on Hand and Available Balances must be 
made for all such items, and the necessary 
Purchase Requisitions issued to the Pur- 
chasing department to replace all such 
quantities spoiled or rejected. This ma- 
terial must be requisitioned promptly to 
avoid a shortage arising at the close of the 
order, thus interfering with the shipment 
to the customer in accordance with re- 
quested delivery schedule. 

This Bill of Material which was is- 
sued by Product Engineering also serves 
as the basis for determination of Standard 
Material Costs. Each item on the Bill of 
Material is priced in the Cost Department, 
scrap allowance factors are computed and 
added, and the overall Standard Material 
Cost for each part is established. 

The Purchasing Department purchases 
to the requirements of Production against 
Purchase Requisitions issued by Material 








Control. In other words, no purchases are 
made unless a requisition is received, js. 
sued by Material Control. This applies to 
items purchased for stock against maxi. 
mums and minimums as well as all othe 
items. 

Purchasing Department must keep My. 
terial Control and Production Planning 
advised of general conditions in the var. 
ous areas of supply so that Material Cop. 
trol can properly appraise delivery time 
elements, and place orders sufficiently in 
advance to assure receipt in time to meet 
Production requirements. Production 
Planning will do a more effective job of 
scheduling if fully advised of time te. 
quired by Purchasing to get the material 
laid down at the plant, and particularly 
of any changes in time requirements pre- 
viously reported. 


PRODUCTION PLANNING 


The Production Planning and Sched. 
uling procedures will of necessity, vary 
widely in different types of plants, and 
for different kinds of products. 

If a straight line production line can be 
established, wherein the products being 
manufactured move consistently from one 
production department to another and on 
to the shipping dock, then a relatively 
simple scheduling procedure will suffice, 
If, however, the product is widely diversi- 
fied and customer demand is spotty and 
subject to uncertain periods of high de- 
mand and low demand, then the produc- 
tion scheduling becomes a very difficult 
problem. 

For a company with the general type of 
production, assumed as the basis of this 
discussion, the scheduling problems are 
very difficult. 

First, it is necessary to establish a defi- 
nite policy as to whether the production 
planning will be based on a fixed work 
day of eight hours and a fixed work week 
of 40 hours or whether aera plan- 
ning will be based on a flexible plan per- 
mitting a longer work day or week, in 
whatever departments or for whatever op- 
erations or machine centers, that produc- 
tion requirements indicate are necessary to 
meet customer requests. 

In most plants, every possible effort 
must be expended to meet customer fe- 
quests, and, therefore, flexible scheduling 
will be the basis of production planning. 

It is difficult to install machinery and 
equipment to keep a constantly balanced 
production set-up where the plant 1s run 
on a Job Order basis; therefore, Produc: 
tion Planning must be based on double ot 
three-shift operations to meet the peak de 
mands in those departments that cannot 
handle all customer requirements on 4 
one-shift basis. 

In order to know at all times just what 
the machine loads are for each operation 
or machine center, every order received 
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tive hours required to complete the order. 
This translation or determination of pro- 
ductive hour requirement must be made 
by operations or machine centers, so that 
the productive hour requirement for each 
machine center can be accumulated for all 
orders received, and the overall require- 
ments determined. 

As a first step, of course, production 
planning must determine what various 
machine centers are to be established as 
controlling factors in the production plan. 

The second step is to determine the 
maximum man hour capacity for each ma- 
chine center, for an 8 hour day and 40 
hour week. With these two basic factors 
established, the foundation for production 
scheduling is established. 

There are many different methods that 
can be used to accumulate machine load- 
ing data from customers orders, and here 
again no pattern can be set or established 
as the ideal or correct method. 

Fundamentally, whatever method is 
used it should provide for machine load 
sheets, prepared for each machine center. 
In addition to machine load sheets, pro- 
duction must know the productivity rates 
established for each operation on each 
product contained on customer orders. 

The Standard Cost Sheet previously re- 
ferred to and prepared by Time Study 
Department does contain the necessary 
data for productivity rates per hour, to 
meet the requirements of production 
scheduling. 

Upon receipt of customers order notifi- 
cation or Sales Order, Production Sched- 
uling will, through reference to Standard 
Cost Sheet, enter cost by weeks on the 
various machine load sheets, for the ma- 
chine centers effected by the Sales Order, 
the man hours required to complete the 
order. These postings to the machine load 
sheets will be made according to the de- 
livery request of the customer, as set forth 
on the Sales Order. 

Inasmuch as all customer orders will 
be processed in this manner, immediately 
following acceptance by the Sales Depart- 
ment, the Production Planning and Sched- 
uling will have before them at all times, 
the exact man hour load for each machine 
center, for all orders in the plant. 

Production Planning will issue actual 
production orders to the plant for manu- 
facture, according te the accumulated re- 

luirements, as determined by reference to 
the machine load sheets. 

The machine load sheets, showing as 
they do the over-all man hour requirement 
against capacity, serve as the basis for de- 
termination of the necessity for double or 
third-shift operations, and also indicate 
Open capacity not covered by customer or- 

ers, 

Production Planning should report 
weekly to the Sales Department the status 
of machine loading centers for six- 
months’ period in advance of current date, 
“0 that the Sales Department can be 


The Controller, September, 1946 


guided in its selling efforts by the open 
capacity in the plant. 


GENERAL 


To summarize what has already been 
said, I would like to point out that we 
have suggested the preparation of two 
fundamental instruments—one, a Stand- 
ard Cost Sheet which, inasmuch as it car- 
ries rates of productivity for every opera- 
tion, can be used for planning and 
scheduling production; two, a Bill of Ma- 
terial through the use of which Material 
Control will requisition and follow-up 
the delivery of all materials into the plant 
to meet the production plan and produc- 
tion schedule. 

These same two instruments are the 
basis for standard costs for Accounting 
Control and also for Budgeting. 

The Standard Cost Sheet establishes the 
basis for direct labor costs by operations 
and by departments, and by reference to 
production schedule departmental and 
over-all productive labor can be budgeted. 

The Bill of Material provides unit cost 
of each item of material, and the over-all 
cost of each part or assembly, both of 
which can be used through reference to 
the production schedule for budgeting the 
arrival of materials into the plant. 

I have not touched on the subject of 
overhead control, because there is not 
sufficient space to go into this lengthy sub- 
ject. In view of the fact, however, that we 
can determine departmental direct labor 
requirements through the procedures that 
I have outlined, we can also budget our 
overhead, and through the issuance of de- 
partmental expense reports control over- 
head and make the necessary comparisons 
with the overhead budget. 

I would like to go into the general sub- 
ject of the issuance of procedures, or 
Standard Practice Instructions, but space 
does not permit me to go into detail in 
connection with this very important phase 
of controls. 

I will say, however, that it is my opin- 
ion that all plant and organizational prac- 
tices should be reduced to writing in the 
form of standardized procedures. Deter- 
mining that the various points at which 
functions overlap are properly covered 
and effectively controlled through the 
procedures, should be the responsibility 
of the controller. I believe it is also the 
function of the controller to audit the 
procedures, just as he would conduct any 
other internal audits, in order to deter- 
mine that the procedures as issued are be- 
ing carefully followed, and in order fur- 
ther to determine whether it is necessary 
to make revisions in procedures to meet 
changes in current operating practices. 


* « * 


Independence of mind or strength of character is 
rarely found among those who cannot be confi- 
dent that they will make their way by their own 
effort. FRIEDRICH A. HAYEK, Writer. 
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Public Welfare and Econcemy 


Efforts have been made in recent years 
to overcome the stigma formerly attached 
to accepting public aid by applying less 
opprobrious terminology to destitute 
persons. Indigents or paupers are now 
known as welfare recipients or clients. 
In welfare circles it is believed that this 
new viewpoint is necessary to maintain 
the merale and self-respect of the un- 
fortunate, but it has also helped to foster 
the attitude that public assistance is a 
right of citizenship, and to discourage 
individual and family responsibility. 

An important factor to be considered 
regarding expenditures is the ‘underlying 
philosophy governing welfare policies, 
as reflected in state laws, the policies of 
welfare boards, and the actions of ad- 
ministrators. Assistance payments differ 
in amount not only among the states, but 
also, because of varying conditions and 
policies, among the local agencies within 
a state. Most states have statutes re- 
quiring persons who are financially re- 
sponsible to support their indigent rel- 
atives, but these laws are not always 
rigidly enforced. Although the prac- 
tice is not universal, some states ob- 
tain at least a partial repayment of as- 
sistance grants, particularly for old-age 
assistance, by taking liens on real property 
and insurance of recipients. Certain local 
agencies attempt to recover assistance 
grants from employable recipients by 
requiring them to promise to repay the 
agency when they are able to do so, but 
inasmuch as many welfare recipients 
never attain a position far above a sub- 
sistence level this practice is not favored 
by all welfare workers. 

A welfare agency that exerts strong 
efforts to enforce laws governing the 
responsibility of relatives, that takes liens 
on real estate and insurance, that tries to 
recover assistance grants from employables 
who can repay without actual sacrifice, 
and that is not unduly liberal in the 
amounts granted for assistance, will 
operate with relative economy. The extent 
to which these measures can be applied, 
however, depends largely upon the degree 
to which they are supported by public 
opinion. 

—Tax Foundation 


s 2.8 ®# 


Surplus capital and producers’ goods 
with an original cost of more than $1 
billion were sold through February 28, 
1946, and the return to the Government 
was 44 cents on the dollar. 


* *£ * # 


Corporations were chartered in America as 
far back as the Colonial Period. A Twentieth 
Century Fund survey says banks were among 
the first businesses to be incorporated. Other 
early corporations included stage, turnpike, 
canal, water and insurance companies. 









Will the techniques of business man- 
agement keep pace with the remarkable 
technological advances of the post war pe- 
riod ? It is a safe prediction that the com- 
panies that will set the pace in the height- 
ened competition to come will be those 
whose leaders have the most modern and 
effective tools of management at their 
fingertips. 

In that challenging and stimulating pe- 
riod the progressive executive will have 
indicators and signals before him calling 
his attention to deviations from the 
planned course and to obstacles looming 
ahead, just as the pilot has in the cockpit 
of the transport plane in which he flies. 
These indicators are the Radar of indus- 
try, reaching out and discovering obsta- 
cles to the smooth flow of progress before 
they become too serious. But they will do 
more. Having located the existence of po- 
tential trouble, they will simply and auto- 
matically isolate and highlight those de- 
partments or aspects of the business which 
need attention. And then, of course, 
there is that serene, if rare, feeling of 
looking over the instruments and finding 
that all is indeed well, of traveling along 
a precharted course without alarming de- 
viations, and of knowing that there is no 
guessing. 

Does this sound Utopian? Is it too 
much to ask? Not at all! It is past the 
blueprint stage, it has been flight-tested, 
and most companies already have all of 
the raw materials, the essential informa- 
tion.from which these indicators are com- 
piled. What is more, it will require prac- 
tically no added effort. 

Boiled down to its rudiments, this fin- 
gertip control consists of three basic ele- 
ments: 

The first of these elements is depart- 
mentalized cost information. Almost 
every company, manufacturing, mercantile 
or service, has departmentalized its ac- 
counting records. If they are not already 
departmentalized, the accounts are cer- 
tainly so classified that they could be de- 
partmentalized without great effort and 
without major change in the accounting 
system. 

The second and most distinguishing 
characteristic of this system of control is 
the form and arrangement of the state- 
ments prepared for management. Reports 
must be prepared under any system— 
otherwise there is no object in maintain- 
ing the records—and so they might just 
as well be prepared in a manner which 
gives them maximum utility. 

The third element is the budget. Even 
a formal budget is now quite familiar to 
most businessmen; and, after all, didn’t 
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all businessmen from time immemorial 
really budget ? True, it was mental and it 
may have been called by another name or 
no name at all, but our great-great-grand- 
fathers of business actually budgeted be- 
fore they kept accounts. For a budget is 
nothing else than the plan of manage- 
ment, the blueprint of a projected plan of 
action of a business for a definite period 
of time. The management of an enter- 
prise must give thought to the capital re- 
quirements, the required or the possible 
mark-up, the cost of obtaining or produc- 
ing the article to be sold, the salaries and 
wages to be paid, the space required, and 
innumerable other items before venturing 
further on any business program. If these 
thoughts and plans are recorded on paper 
in an orderly fashion, the plan is called a 
budget. If it is not formally recorded, it 
is almost exactly the same procedure as 
that followed by our primeval business- 
men, and it is a mental budget. For budg- 
eting is planning, and planning is the 
conception of business. 


DEPARTMENTALIZED Cost INFORMATION 


Alfred E. Smith was famous for his oft 
repeated remark of ‘‘Let’s take a look at 
the record.” Mr. Smith had business as 
well as political acumen and his advice is 
applicable here. Management operates 
through individuals whom it has placed 
in charge of functions of the organization. 
Therefore, the classification of expenses 
best adapted to managerial control is one 
in which all costs are primarily segregated 
into departmental divisions, following 
the lines of the organization chart of the 
company. Care should be exercised so that 
no single statement of costs reflects the 
responsibility of more than one depart- 
ment head. It is far better to give one in- 
dividual two statements covering two 
functions over which he has responsibility 
than to try to hold two persons responsi- 
ble for a single breakdown of costs merely 
to suit the convenience of existing ac- 
counting subdivisions. ‘“Buck-passing’’ is 


‘so familiar a practice that the reason is 


obvious. 


But management is also interested in 
over-all company costs of categories of 
expenses, such as salaries or overtime bo. 
nus. To make such information readily 
available, the costs of each departmental 
unit are subdivided into uniform classif. 
cations by types of expenses, such as sala- 
ries and wages; telephone and telegraph; 
traveling expenses; heat, light, power and 
water; depreciation; and the various other 
classifications common to the type of busi- 
ness involved. This type of classification 
permits simultaneous cumulation of costs 
both by departments or cost centers and 
by types of expenses. 


ARRANGEMENT OF REPORTS 


Every period (usually monthly or 
weekly) each department is given a state- 
ment of its expenses classified by type of 
expense on a special unit analysis form. 
This form shows the expenses for the 
month in a column at the extreme left 
side of the sheet. On the extreme right 
side the cumulative expenditures for the 
year to date are shown. Month after 
month these statements are filed in a clip- 
per-folder and overlapped so as to ex 
pose each month’s expenditures (which 
are shown in the left-hand margin). This 
arrangement presents a graphic picture of 
the trend of costs by type of ex 
with the cumulative total of each classi 
cation automatically provided, without 
additional typing of statements, at the 
right-hand ps of the most recent state- 
ment which appears on top. (See figure 
1.) Carbon copies of all departmental 
statements which are issued are kept in 
unit analysis binders, in the same over 
lapping fashion, in a central place—in the 
office of the budget director, the comp- 
troller, or an assistant to the president— 
as a sort of reference library. Statements 
of the previous year are filed in the same 
binders in such a way that comparison is 
automatic. 

Statements for top management ate pfe- 
pared on the same unit analysis forms 
show only the summaries of the depatt- 
mental reports. These are brief, concise 








COST CONTROL IS A SINE QUA NON 


Over 100 business enterprises were recently surveyed. Included in the find- 
ings were the surprising facts that over three-quarters did not have definite 
company policies, and in over two-thirds of the cases, control of costs was 
| i hi icle by Mr. B | bud i f Allis- 
| inadequate. In this article by Mr. Bunge, general budget supervisor o 
| Chalmers Manufacturing Company, a method of administrative control of 
| costs is described, from the viewpoint of management. 


—THE EDITOR 
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reports which indicate trends and high- 
light points requiring attention. Total 
costs are classified both by department and 
by type of expense, providing the means 
of cross-examining costs to localize the 
source of the problems. This is a two-way 
arrangement, like a multiplication table 
in the old arithmetic books, where atten- 
tion converges on the significant focal 

int. Comparison with the trends of pre- 
vious years is also provided. All this is 
accomplished with a minimum of effort 
through the ingenious arrangement of the 
basic statements in a unit analysis binder. 
The binder permits the same scheme of 
arrangement as the clipper-folder, but 
permits the inclusion of numerous state- 
ments in “banks.” (See figure 2.) 

To illustrate the use of reports arranged 
in this way, assume the case of a manu- 
facturer who has twenty-five district off- 
ces. Each period every district office re- 
ceives a detailed statement of its expenses, 
and management receives one statement 
in which the total expenses figure of each 
district office is listed, leading to a grand 
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Figure 1. The Clipper Folder. 


Each successive statement is clipped into place so that the monthly figures of all pre- 

ceding statements are visible and the cumulative totals for the year to date appear 

at the right of the top sheet. The statements slide together to the size of one sheet, in 

which position the uppermost sheet is the most recent. This illustration shows the 
statements of one district office for six months 


E Ore y Pl 





Figure 2. The Binder Containing Summary and Departmental Statements for Managerial Use. 


District office summary statements are shown here arranged by type of expense. Both current and previous years are visible. 


A similar spread in the binder shows the total expenses for each district office 
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total of district office cost, and another 
statement in which the same grand total 
is broken down by types of expenses, such 
as salary, telephone, traveling, etc. Now 
suppose that the trend of costs as shown 
by the exposed portion of the overlapping 
statements indicates a rise of cost, and it 
is desired to localize the reason for that 
increase. A glance at the summary by dis- 
trict office indicates any individual offices 
that are responsible. If, say, three district 
offices show a rise, then reference to the 
“library” of statements provides an im- 
mediate breakdown of the costs of those 
offices, showing in which months and in 
which types of expenses the rise is occur- 
ing. If further analysis is necessary, refer- 
ence to the books of account themselves 
indicates the exact items which cause the 
increase. But suppose that, in addition, 
there is a disturbing rise in costs evident 
in general throughout the district office 
organization. Then a reference to the 
other summary, arranged by type of ex- 
pense, indicates which expenses are re- 
sponsible. Perhaps personnel was added, 
or a new policy of commissions is respon- 
sible, or a new rate of social security taxes 
is the cause. The same principles can be 
applied to the departments of a mercan- 
tile establishment or the cost centers of 
any manufacturing organization, the sales 
departments or administrative depart- 
ments. 

To round out the reports for manage- 
ment, over-all company profit and loss 
statements and balance sheets are also 
prepared on unit analysis forms. It is 
usually a perusal of the trends of sales, 
costs, or ratios in these statements that 
leads to the more detailed analysis lying 
undefneath. 

Sales, cost of sales, and even statistical 
information such as number of employees 
can very readily be presented on similar 
forms, either as separate studies or as 
adjuncts to the departmental statements 
themselves. 


THE BUDGET 


Important as are trends and actual costs 
in business management, their perspective 
is heightened with the use of a budget. 
In addition, the very process of budget 
preparation by department heads and its 
subsequent approval and development by 
the various levels of management results 
in a coordination and a general balance of 
plans which is, in itself, a most valuable 
corollary of budgeting. 

Many budgets are prepared on the basis 
of past experience; some have become 
almost automatic projections of the past. 
But a budget for management control 
should be an expression of the plans of 
management for the future, written in 
terms of dollars. Certainly past experience 
heavily influences the planning and think- 
ing of management, but the sights of the 
budget must be trained on the future. 





The past is not planned—it is reviewed— 
and then the future is planned, and budg- 
eted. Coleridge once said that ‘Experi- 
ence is like the stern lights of a ship 
which illumine only the track it has 
passed.” 

Coming events cast their shadows be- 
fore, and since it is undesirable to be 
guided by the shadows of the past in 
budgeting, the searchlight is moved for- 
ward so that the shadows that appear are 
the shadows of future events as they are 
planned by management. But the length 
of the shadow that is cast is affected by 
the topography of the present, upon 
which it falls. There is a great difference 
between the shape and significance of 
the shadows falling on a rising trend and 
those cast on a decline. This situation is 
clearly revealed in the graphic presenta- 
tion of present trends in the overlapping 
unit analysis reports. 

The entire budget is a distillation of 
all the receipts -and all the expenditures 
that are anticipated for the coming year. 
Therefore, a budgeted profit and loss 
statement for the year is a natural result. 
It indicates the profits available should all 
plans be followed exactly. Given this, it 
is a simple matter to prepare a projected 
balance sheet as it will appear at the end 
of that year under the same conditions. 


COMPARISONS EASILY MADE 


The budgets, broken down into weeks 
or months, are shown in a special column 
on the statements of expenses prepared 
for the various department heads as well 
as on the summarized reports to manage- 
ment. Thus a ready comparison between 
budget and actual amounts is afforded. 
Deviations can be spotted immediately, 
and by looking across the page at the 
trend of costs, it can be determined 
whether the difference between budget 
and actual is increasing or decreasing. 

A scrutiny of the summary reports by 
management reveals the extent to which 
the actual events of the year are follow- 
ing the course that was originally planned. 
The extent to which the actual deviates 
from the plan (or budget) is indicative 
of the extent to which the financial con- 
ditions of the company at the end of the 
year will differ from those which were 
indicated in the forecast balance sheet. 
But the amount of present variation is 
not the only indicator—this is where the 
topography comes in. Sales may be five 
per cent. below anticipations but they 
may be on the increase and narrowing the 
gap, or costs may be almost perfect but 
they may have started out under budget 
and be on an inclined plane, leading up- 
ward. All of these things are unmistakable 
signals to management, and foreshadow 
months ahead the probable conditions of 
the company if the current situation is 
allowed to continue. Furthermore, by iso- 
lating the sources of trouble or the sources 
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of unusual profits, something can he 
done immediately to bring the curve of 
profits back into line or even to raise jt 
up above anticipations. 

During the course of the year plans 
may change and the budget must refle¢ 
the changes in plans. The authority that 
authorizes a change in policy is the ay. 
thority that should authorize the change 
in the budget. 

The whole system is designed to serve 
management, rather than to have map. 
agement serve it. It is not a whip in the 
hand of an arbitrary master, rather it is 
an exceptionally flexible tool of manage. 
ment. It is both a compass and gyroscope 
for the company as a whole as well as 
for the individual departments; pointing 
out deviations from the course plotted by 
management as early as possible and as. 
sisting in re-establishing that course by 
pointing out the reasons for the devia. 
tions. And like a barometer, it points to 
developing pressure changes while there 
is yet time to pull in the sails or to un- 
furl them to the friendly winds that will 
speed the ship along the charted course, 


The First Step 


When an honest government finds it- 
self with a debt of more than 275 billion 
dollars and an imcome that does not meet 
current expenses, it can remain honest 
only if it faces squarely this financial con- 
dition and takes immediate steps to make 
its expenses fit its income and plan for 
the liquidation of its debt. 

The first step in an honest economic 
program for the federal government is 
to stop increasing public debt by keeping 
expenditures within an honestly estimated 
income. Unless this step is taken the time 
must come when government credit will 
fail, and when that time comes the easy 
way out will be uncontrolled inflation or 
forthright debt repudiation. Either course 
would end democratic government and 
the free choice system for which we have 
sacrificed lives and accumulated this debt 
burden. 

Your representatives will give you 4 
balanced budget if you let them know 
that you want it. Through. your local 
press, through the radio, through action 
of civic groups, from public platforms 
and by personal contact or correspond: 
ence with your congressmen, you must 
impress them with the fact that Amefica 
is still honest and that the people want 
honest government and economic stabil. 
ity. 

—Weashington State TAXPAYER 
* bd * 


A law providing for permanent license plates 
for passenger cars was passed recently in Wis- 
consin, with expirations spread over the entife 
year by months. Effective January 1, 1946, the 
law establishes 12 registration periods. These 
are designed to eliminate the annual 1 
rush. aM 

Estimated annual savings in administration 
expense are put at $250,000. 
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Long-Range Forecasts of Operations 


The following report was prepared by 
Louis W. Jaeger, for the Committee on 
Technical Information and Research of 
the Controllers Institute of America. Mr. 
Jaeger is a member of The Institute, of 


long standing. 


A member of the Controllers Institute 
of America recently raised the question as 
to the policies of large companies relative 
to the matter of long-range forecasts of 
operations of their companies—whether 
they attempt to prepare such forecasts 
and, if they are in general use, whether 
they are for two years, five years or for 
what period. The inquirer has recently 
begun preparation of a long-range fore- 
cast of operations of his company for a 
five year period and is interested in the 
general policy relative to budgets for pe- 
riods of more than one year. 

The question was sent to the members 
of the Committee on Technical Informa- 
tion and Research and to some other mem- 
bers of The Institute affiliated with the 
larger companies. Forty replies were re- 
ceived from a cross-section of companies 
in various kinds of business. It is interest- 
ing to note that only five of the companies 
are regularly preparing five year forecasts, 
six others are preparing forecasts for two 
ot three years and ten others have pre- 
pared five year special forecasts mainly for 
capital expenditures. Only three of the 
companies do not attempt to budget their 
operations at all, while the other thirty- 
seven companies which replied to the 
question ate preparing forecasts for pe- 
tiods ranging from three months to ten 
years and longer. Most of the budgets are 
for a one year period and cover from the 
forecasting of sales only to budgeting 
complete operations. 

The survey developed the fact that most 
controllers are thinking in terms of budg- 
eting their operations as a tool for top 
management in the control of their com- 
panies and for the purpose of determining 
long-range policies. Some few were skep- 
tical of the possibility of long-range fore- 
casting with any degree of assurance be- 
cause of the rapid changes which have 
been occuring in our economy. Those who 
are attempting to forecast over a reason- 
ably long period are cognizant of that fact 
and have not been deterred in their effort 
but admit they must change their sights 
as the target moves and revise their esti- 
mates. Most of them recognize the worth 
of appraising their future operations and 
tequirements particularly with respect to 
capital needs ime plant and equipment and 


for long-term commitments. 

_The inquiry did not raise the controver- 
sial question as to budget revisions but it 
is of interest to note that some of the 
budgets are revised ‘‘as often as necessary 


—two or three times a year’ and othe:s 
“every three months.’”’ In some instances 
budgets are prepared for a full year and 
at the end of each month another month 
is added or at the end of every three 
months another quarter is added. 

The replies to the inquiry, indicating 
the companies by their type of products, 
follow: 


Five of the companies are preparing 
forecasts for five years or more. 


Floor Coverings. 


“This company has used this management 
tool over the past fifteen years and has found 
it to be of definite value as a guide in making 
decisions on financing, production and inven- 
tory control and the timing of major mainte- 
nance and capital expansion programs. Norm- 
ally these long-range forecasts cover periods of 
three to five years and as you indicated, fre- 
quent revisions are necessary due to unforeseen 
changes in the national economy. 

“In making a long-range forecast, the heads 
of the sales division collaborate with the Fore- 
casting Committee in estimating sales volumes 
by commodities. The Forecasting Committee 
consists of the Controller, the Economist, the 
Treasurer and the supervisor of the Production 
Planning Department. After the sales volumes 
have been determined, the factory cost of sales, 
selling and administrative expenses are devel- 
oped by commodity groupings with the help of 
the Production, Engineering and Administrative 
Departments. The forecast for the company as 
a whole is then drawn together by summarizing 
these findings. 

“We have just completed a five-year forecast 
of sales and profits which has been developed 
on the bases of two assumptions. The first as- 
sumes a continuing growth in the present high 
volume business to be broken by sharp reces- 
sion in 1950. The second assumption is that 
the present volume of business will be broken 
by a short recession in 1948 followed by a con- 
tinuation of high volume business through 
1950.” 


Electrical Equipment and Supplies. 


“We are not so much interested in the 10, 
15 or 20 year forecast, but are particularly in- 
terested in the 3 to 5 year forecast, and partic- 
ularly the 3 year. 

“This is particularly important in the period 
when we are converting from war production 
to normal production to determine the need for 
expansion and the availability of cash for ex- 
pansion and working capital. 

“Any forecasting of this nature is of little 
value unless it includes the expected volume of 
business and the expected profit from that vol- 
ume. Any financing program must have, in my 
opinion, such a forecast to determine the needs 
of the financing program.” 


Steel. 


“Through historical projection methods sup- 
plemented by anticipated commercial and tech- 
nical changes in product demand, we have de- 
veloped forecasts up to twenty years to be used 
in planning the design, capacity, and location 
of new facilities, to determine sales product 
policies, and to plan the location and extent of 
the sales organization. 

“For these purposes, it is our opinion that a 
five year forecast is not adequate. However, in 
determining future results of operations using 
existing facilities to produce current demand, 
forecasts of one to five years have been of con- 
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siderable value in establishing short-range man- 
agement policies.” 


Manufacturing Chemists. 


“About two-and-a half years ago our com- 
pany undertook the preparation of a five-year 
forecast of the operation of our various sub- 
sidiary and divisional operations. Our general 
practice is to call for a complete operating 
budget which is in the form of a regular profit 
and loss statement in considerable detail from 
each operating division or subsidiary company 
in April or May of each year since our fiscal 
year begins July 1st. The general manager of 
each of the subsidiary companies or operating 
divisions is responsible for the general accuracy 
of this budget and for its submission on time, 
although the actual preparation of it is largely 
the responsibility tg our subsidiary and divi- 
sional comptrollers. Our budget director in the 
head office supplies advice and assistance in the 
general assembly of budgets and furnishes, in 
advance of the budget, a forecast of national 
income trends to guide the general managers in 
their projections. Approximately one month 
after the submission of the detailed budget for 
the succeeding year, the general managers are 
required to submit similar budgets for the four 
years after that, so that we have a forecast that 
gives us five years in the future. We recognize 
that the succeeding four years are not as ac- 
curate or dependable as the forecast for the 
year we are about to enter, but they do give us 
a general idea of the plans and thinking of our 
general managers and do give us an indication 
of what our operating results may be for the 
next five years. This gives our top management 
a guide which is valuable to them in setting 
general policy for the company as a whole. 

“It is the responsibility of each of the sub- 
sidiary and divisional general managers to re- 
vise both his current year’s budget and his 
budget for the succeeding four years at any 
time he feels a major change is occuring in-his 
plans. Thus, as we progress through the year 
our budget in some respects is much closer to 
an estimate of sales and profits than it is a set 
of standards against which we measure our 
operation.” 


Air Lines. 


“We currently prepare for our management 
both long-range and short-range profit and loss 
and capital and cash forecasts. 

“Short-range forecasts reflect management 
approved cw and thus become a basis for de- 
veloping budgets through which expenses are 
controlled. These short-range forecasts, in gen- 
eral, do not extend beyond eighteen months. 

“Long-range forecasts reflect anticipated re- 
sults of premises proposed by management. 
These premises may be changed if the results 
are not as anticipated, and are continually 
changing as non-controllable economic and 
technical factors vary from the forecast pre- 
mises. These long-rang forecasts do not extend 
beyond five years, and in most cases are broken 
down into six month totals. Because our in- 
dustry is growing so rapidly and because tech- 
nological developments can change our pre- 
mises almost over night, we do not attempt to 
use our long-range profit and loss forecasts for 
budget purposes. 

“Long-range capital and cash forecasts, how- 
ever, set a pattern for capital expenditures, and 
to this extent may be considered cash and capi- 
tal expenditure budgets. 

“During the war and the immediate post-war 
periods, accurate forecasts have been extremely 
difficult to make due to expansion, increased la- 
bor and material costs, strikes, and priorities. For 
these reasons, utilization of budgets as a means 
of rigidly controlling costs has not been as suc- 
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cessful as will be the case under more normal 
circumstances.” 


Ten of the companies have prepared 
five year special forecasts for financing 
capital expenditures and the postwar 
change-over period. 


Petroleum Products. 

“Our regular budget procedure is to revise 
the budget each three months for the next 
tweive-month period. The first three months 
are shown by each separate month, the last 
three quarters are shown by three month pe- 
riods. 

“Our regular budget procedure is very com- 
plete and in detail. The budget is made for 
detailed sales of all products (showing quantity 
and price), operating expenses (including de- 
preciation). Obviously, we obtain a budgeted 
profit. The budget also covers all capital ex- 
penditures. 

“Recently as a special item, we prepared a 
five-year budget for capital expenditures only.” 


Glass Products. 

“Our company does not regularly make a 
forecast beyond the period of one year. 

“In connection with postwar planning, we 
did make a forecast reaching close to five years 
but this was limited to a special study and was 
limited to production. No attempt was made to 
convert it into sales, costs and profit and loss.”’ 


Steel. 

“We have not regularly prepared long-time 
forecast of business; but, recently, since we felt 
the need of careful consideration of the future 
before embarking upon a very substantial pro- 
gram of plant rehabilitation, we did prepare a 
five-year forecast of business. Having made this 
forecast, we proceeded to budget our operation 
for that period in order to enable us to plan 
both the physical and financial program neces- 
sary to carry out the long-range forecast. 

“Our working budgets are one year affairs, 
but I rather think now that we have made one 
long-time forecast that we will continue to re- 
vise it every year, looking forward each year 
to the fifth year ahead in order that some of our 
permanent investments in plants may be pre- 
mised on events that we expect to happen that 
far in the future.” 


Textiles. 


“Under normal conditions we do not attempt 
to prepare complete forecasts of earnings for 
more than one year ahead. For financial pur- 
poses we do, from time to time, prepare long- 
range balance sheet forecasts; for this purpose 
we use over-all estimates of sales and average 
earnings, with rather carefully prepared esti- 
mates of capital expenditures for at least a five- 
year period ahead. Our merchandising depart- 
ments also prepare forecasts of sales, expenses, 
and profits on specific new product develop- 
ments; these may extend over a period as long 
as ten years, but it is generally recognized that 
any projections beyond five years are useful 
only as representing the very broadest kind of 
objectives. 

“About a year ago, when it appeared that 
the end of the war might be approaching, we 
decided to make a special study of all our op- 
erations to determine what the prospects were 
for the postwar period. This project finally de- 
veloped into a very complete five-year forecast, 
including estimates of sales, costs, expenses and 
net earnings. A profit and loss forecast was very 
carefully worked out; each merchandising man- 
ager was asked to review market conditions 
and prospects in his field and to estimate vol- 
ume and profit margins, the plant managers 
were asked to review their projections of capi- 
tal expenditure requirements and maintenance 
costs, considering the effect of deferments dur- 
ing the war, and each of the departmental exec- 








utives made a careful estimate of the personnel 
needed to carry on the factory, selling and ad- 
ministrative activities required for the estimated 
sales volume. 

“This project was undertaken because after 
four years of operation under war conditions 
we felt the need of a complete reappraisal of 
the business and its sales and profit possibilities 
under normal conditions. We realize that the 
projections entering into the forecast are based 
on premises which may change very rapidly 
from year to year or even from month to 
month, but we are convinced that we have de- 
tived a great deal of benefit from the study, 
and we feel that we may now have the basis 
for much more intelligent forward planning of 
our operations. At present we have no definite 
program for a regular revision of this five-year 
forecast; the timing and the scope of any such 
revision will depend on future developments.” 


Aluminum. 

“We have recently made just such a forecast 
but all of our people concerned understand that 
it is a very broad ‘shot in the dark.’ Even to 
budget the income for one year in advance is a 
difficult matter. Under normal operating condi- 
tions, one can budget his manufacturing ex- 
penses and even direct costs with reasonable ac- 
curacy but he cannot always budget his sales. 
Some lines of business which work on long 
time contracts can definitely determine what 
their billings will be within a year but most of 
us have to depend upon the general trend of 
business. When one extends such a forecast 
beyond twelve months, he is really setting him- 
self up as a seer who must possess a reliable 
crystal ball. 

“One cannot realize upon existing contracts 
and orders as being bona fide business, and I 
wonder if all industry which has such tremen- 
dous backlog of business may not find that 
many of their orders and contracts will never 
be fulfilled. Accordingly, any estimates as to 
the future volume of business should be most 
conservatively made. 

“Incidentally, our estimate carries us through 
the year 1948.” 


Containers. 

“It has been, and is, customary for our com- 
pany to make forecasts and budgets of produc- 
tion operations for one-year periods, based on 
customers’ estimates of their requirements. 

“We do make basic plans for capital ex- 
penditures over a longer range of from three 
to five years, but such figures are subject to 
supplementary expenditures for current devel- 
opments as they arise.” 


Utilities. 

“As a general rule, utility companies make 
three types of forecasts for a year in advance; 
namely, Cash, Operating, and Construction 
Budgets. On many occasions, however, it is 
necessary to make forecasts for longer periods. 

“One example is in the case of planning for 
the installation of major additional generating 
facilities. Another example is in the case of an 
application on the part of a utility for approval 
by the Securities and Exchange Commission of 
the issuance of serial maturities. 

“Long range forecasts by utilities are norm- 
ally somewhat easier to make than for other 
industrial enterprises because, under normal 
conditions, a pretty well established trend of 
growth is experienced. However, the past five 
or six year period has been a difficult one in 
which to make long range forecasts, because of 
estimating the end of the war and the post war 
conditions. Nevertheless, in my experience, 
forecasts as long as ten years have been made 
during this period and many of them have 
been realized with surprising accuracy.” 


Radios. 
“In 1944 we developed a five-year plan to 
act as a general guide in our postwar opera- 
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tions. This detailed plan has been subjected to 
numerous changes because of national condj. 
tions but we feel the work required to make 
the various studies has been very helpful jp 
our operations. We have made the necessary 
changes to this five-year plan to meet current 
conditions. This is entirely separate from ou; 
yearly budgets although the two have inter. 
locked to a great extent. To project a five-year 
plan or a plan of this type for less than a five. 
year period one must expect to have major 
changes because of conditions as stated above.” 


Rotary Presses. 

“Broad planning of an executive committee 
level has usually been carried out on an ap. 
proximate 5-year basis. However, up until the 
present time, the majority of our cash and op. 
erating forecasts have been prepared on a 15. 
month basis. In our cash forecast, which is 
based on the 15-month period, it has been our 
practice to carry the information forward to a 
point at which we can foresee the highest capj- 
tal requirements. However, the 15-month pe. 
riod has proved a fairly satisfactory length of 
time. Operating forecasts have been prepared 
for a 15-month to a 2-year basis and, in our 
opinion, this has gone sufficiently into the fu- 
ture to be effective in guiding management. 
Both the cash and operating forecasts, of 
course, follow the general scheme of the 5-year 
forecast outlined by the Executive Committee,” 


Optical. 

“We operate on a complete annual budget 
plan for our Parent Company; our five Affil- 
iated manufacturing and wholesale distributing 
companies (involving over 200 branches in the 
United States) and also our Canadian, South 
American and London companies. Beyond these 
annual forecasts and operating budgets, we 
make long-range sales forecasts for each main 
product class which we call our normal product 
trend of growth. This trend remains intact for 
many years, except for adjustments, when nec- 
essary, for any major new product within the 
line or for any major elimination of product. 
The same is true in our branch trend of growth 
which remains for many years and is only ad- 
justed when nearby branches are added or 
eliminated which may effect the trend of the 
individual branch involved. 

“Long-term projection for products is es- 
sential to good plant planning. Otherwise, 
plant planning from year to year definitely 
creates large moving expenses and often loss of 
invested capital. In other words, if a plant is 
arranged on a 1937-1939 sales volume of 
$5,000,000 and no provision is made, as an 
example, for a 10 per cent. trend of growth per 
year which in ten years would create a business 
of $10,000,000, the Company will then find 
that it will be arranging its plant and facilities 
many times because it did not look forward to 
an either upward or downward trend of growth 
by product. 

“Our normal sales trends of growth, as an 
example through 1950, are all completely sum- 
marized. All accounts entering into the profit 
and loss statement are projected, including 
number of people required at each level with 
certain deviations allowed for possible changes 
in wage rates. Please understand that we are 
not attempting to estimate the level of the 
business index in 1948, 1950 or 1955. We are 
merely projecting business at normal which we 
then adjust from year to year on the basis of 
our business forecast which is made each yeat 
for one year in advance.” 


Six of the companies are developing 
forecasts for two or three years. 


Office Machines. 


“We prepare for our management, in addi- 
tion to the forecast for the current year, a fore- 
cast for two years beyond the current year. We 
(Please turn to page 512) 
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Intensive testing of methods of evalu- 
ating the public’s attitudes toward profit 
reporting practices has been carried on 
during the last few months by Opinion 
Research Corporation, of Princeton, New 
Jersey, which has been retained by the 
Controllership Foundation, Inc., to make 
such a study, after members had indicated 
that they considered the public’s accept- 
ance of business accounting facts and fig- 
ures one of the most important problems 
currently facing the profession. For fur- 
ther information about the Controller- 
ship Foundation’s study, please refer to 
page 456, of the August issue, of THE 
CONTROLLER. 

Several field representatives of Opinion 
Research Corporation have been making 
exploratory interviews with the public to 
gain a better understanding of the public’s 
information (and lack of information) 
about accounting reports. The purpose of 
this interviewing is to lay the foundation 
for one or more national studies of the 
problem. 

The ultimate objective of the research 
program now being undertaken is to dis- 
cover whether better methods of inter- 
pteting business accounting figures to the 
man in the street are needed and, if so, 
what methods might be used. In order to 
do this it is first necessary to find out what 
the average person now thinks about such 
reports, where the areas of greatest mis- 
understanding are, and what impressions 
now held by the public are most in need 
of correction. 

The research will show also what kinds 
of people in the total a ae ga are best 
informed and least informed on the sub- 
ject. This type of information will per- 
mit specific direction to be given to any 
program that might be undertaken to cor- 
rect adverse attitudes toward accounting 
reports and to increase the general accep- 
tance of the figures contained therein. 

The Controllership Foundation, Inc., in 
announcing this study, pointed out that, 
in addition to the field work that is now 
being carried on, Opinion Research Cor- 
poration has made several studies during 
the course of the last five years on the 
public’s thinking about business profits, 
its understanding of reports put out by 
business organizations (such as profit re- 
orts to employees), and the kind of in- 
ormation stockholders and business men 
are particularly interested in seeing in the 
annual reports of companies. From this 
research some general principles are al- 
ready pretty well established. The Con- 
trollership Foundation will have the bene- 
fit of the previous work done in this field. 


Public Opinion Study Under Way 
for Controllership Foundation 


For example, personal interviews with 
nationwide cross sections of stockholders 
have shown that even among this group 
there is strong sentiment for simplifica- 
tion of annual reports. A majority of 
stockholders say they find the reports sent 
to them dull reading. More than half say 
they glance through the reports hurriedly 
or do not look at them at all. And they 
vote overwhelmingly for a one-page sum- 
mary of the important facts contained in 
the report. 

Other studies made by Opinion Re- 
search Corporation suggest that a majority 
of the general public have very little fac- 
tual information about the profits and 
losses entailed in business operations. But 
this does not prevent people from having 
opinions, however inaccurate, as to the 
amount of profit made by companies. 


WIDESPREAD MISUNDERSTANDING 


The public’s impressions of the amount 
of profit made by business before the war 
pal during the war are much higher than 
the actual facts. For example, during the 
war, in four different research surveys, 
people's estimates of the rate of profit be- 
ing made by business averaged about 25 
cents on the dollar. That the public as a 
whole has little understanding of account- 
ing methods and terminology is illustrated 
by the fact that when people are asked 
whether their estimate of the per cent. of 
profit is based on sales or on capital in- 
vestment, about half of them say sales 
and half say investment—and the profit 
estimates of both groups are the same! 

Surveys made since the war have shown 
that the public’s estimates of company 
profits are now about the same as during 
the war. As contrasted with this impres- 
sion of the profits business is actually 
making, when people are asked what they 
think would be a “fair” rate of return, 
the average of the replies is 10 per cent. 
Today the business that makes a 10 per 
cent. profit is the exception rather than 
the rule. Yet the public feels that this 
amount of profit is reasonable. 

The resulting conclusion after numer- 
ous studies in this field, is that a large 
part of the antipathy and mistrust of busi- 
ness that is found in the public at large 
today is directly traceable to the impres- 
sions people have that business is making 
tremendous profits at the expense of the 
working man. 

“It is obvious,” says Dr. Claude Robin- 
son, president of Opinion Research Cor- 
poration, “that if ways can be found to 
communicate to the public the true facts 
as to the fee paid to American business 
for the manufacturing and distributing 
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services it performs—services which have 
brought about the highest standard of liv- 
ing ever attained anywhere in the world 
—amuch of the difficulty in which business 
has found itself during the last fifteen 
years will be overcome.” 

According to Dr. Robinson, profits re- 
ported in relatives are much better public 
relations strategy than profits reported in 
dollars alone. As an example of this, he 
cites a survey made in the fall of 1945, in 
which a large proportion of the public 
arbitrarily said they thought a profit of 
$18,000,000 was unreasonable, even 
though they did not know how large a 
company made the profit. At the same 
time, a comparable cross section of the 
public was asked whether they thought a 
profit of 6 per cent. on sales of $300,000,- 
000 was reasonable or not and more than 
two thirds said they thought it was reason- 
able. Thus, a profit reported in dollars 
evokes an enliiceabie reaction in the 
minds of many people, but a report which 
shows the profit in relation to sales is con- 
sidered reasonable. 


WAGES VS. PROFITS 


The relation of profits to wages is an- 
other subject on which many people are 
misinformed. This misconception has 
been one of the most important factors 
underlying the industrial unrest experi- 
enced since the war. Surveys have shown 
that the average worker feels that the 
amount of dollars paid out in dividends 
and in salaries to top management is 
greater than wages to workers. In a recent 
survey, 54 per cent. of the workers 
throughout the nation said they thought 
more money went to owners and to top 
management and only 37 per cent. said 
they thought more went to the workers in 
wages. (Nine per cent. had no opinion.) 

In the research program now being un- 
dertaken for the Controllership Founda- 
tion, Inc., one of the first steps is to define 
more thoroughly the sources from which 
people get their information and their im- 
pressions of business profits. For example, 
what proportion of the people have seen 
any financial report put out by a company 
within the last year ? How many have read 
any reports on the financial pages of the 
newspapers? How many form their im- 
pressions of industry's profits on the basis 
of front-page newspaper stories such as 
“the Garsson case?” 

Other issues that will be investigated 
are the public’s ability to understand the 
terminology used in accounting reports 
and the extent of mistrust and suspicion 
of the reliability of business accounting 
figures. 
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Scanning the Controllership Scene 








Salary Stabilization Still in Effect 


Employers were reminded, after the recent extension of OPA 
by Congress, that salary stabilization regulations were auto- 
matically restored to full effect. Commissioner of Internal Reve- 
nue Joseph D. Nunan announced, however, that the regulations 
would be so administered as to avoid penalties for salary raises 
made between June 30 and July 25, when the extension act was 
pending. With certain exceptions, the present salary stabilization 
regulations, in general, require no application or formality of 
any kind when making salary increases, which will not be the 
basis for seeking higher OPA ceilings. Specific questions re- 
garding the regulations can be answered by consultation with 
the nearest regional SSU office. 


Accounts Receivable Are Not Cash 


In a recent ruling the United States Tax Court held that 
despite a company’s claim that its high credit rating made ac- 
counts receivable ‘as good as money,” such property is not 
to be given the more favorable tax treatment of money trans- 
ferred on liquidation. The ruling occurred in a case involv- 
ing Lehn and Fink Products Corporation, successor corpora- 
tion which resulted from a merger of three companies. Settle- 
ment of the issues in the case included determination of the 
tax basis for the various properties transferred. 


More Industrial Executives as Corporate Directors 


A current study by the National Industrial Conference Board reveals 
that industrial executives now outnumber bankers as corporation di- 
rectors. As recently as 1938, it is noted, industrial leaders accounted for 
only 20 per cent. of outside directors, and financial men were the 
predominant groups. At present, of the directorates surveyed, more 
than 30 per cent. of the directors are non-employees with industrial 
backgrounds, while 25 per cent. of outside directors are bankers, capi- 
talists, or investment brokers. The same study noted that one out of five 
of the non-financial companies paid annual salaries, or a combination 
of salary and attendance fee, during 1945 to the outside directors. 


Industry's War Contract Record 


The recent appearance by Comptroller-General Lindsay C. 
Warren before the Senate War Investigating Committee, during 
which he criticized the war contract termination procedure of 
the War Department, brought to mind the famed Baruch- 
Hancock report of 1944, which held that if Congress were to 
give the Comptroller-General power to make an independent 
audit of each war contract settlement, it would be legislating 
“something which is administratively impracticable, or which 
would quibble the nation into a panic.” 

Despite an occasional instance of war-time profiteering, that 
statement retains all of its original validity, a point that is 
substantiated by subsequent less-publicized reports from Wash- 
ington. For example: in two reports filed with Congress, one 
made public in early August, the Comptroller-General, it is 
noted, ‘‘not merely endorsed the settlement methods, but de- 
scribed them as ‘a kind and type designed to result in expedi- 
tious and fair settlements’ required by the Contract Settlement 
Act.” 


Unemployment Reserve Funds Are Large 


With more than $6.6 billion now in the unemployment re- 
serve funds of the states, it is interesting to recall the pessi- 
mistic prophesies of a year ago, which claimed that cata- 
clysmic unemployment would occur during the reconversion 
period. That did not happen. In fact, the unemployment 


situation was so favorable that during the fiscal year ending 
June 30, 1946, the reserves in the unemployment trust funds 
actually increased slightly. 


Turning Net Loss Into Net Profit 


A compilation by the “New York Times” points out that six of 
the countsy’s twelve largest manufacturing corporations reported 
net profit at 5.22 per cent. of sales for the first half of 1946. 

But, in point of fact, those companies had a combined net [oss 
of more than $79 million, as contrasted to reported net profit as 
over $121 million. The net-loss-to-net-profit transition was accom. 
plished by use of amounts credited from reserves, tax carry-backs 
and like adjustments. ; 

Five years earlier the same companies earned $283 million after 
i gp agi the first half of 1941, That was at a rate of 8 per cent, 
of sales. 

Material’s shortages, labor problems, price ceilings and reconver- 
sion headaches of all types are noticeably exacting their toll in 
this postwar year. 


Savings Backlog Is Not Large 


A recent federal survey indicates that two out of every five 
families have, on the average, only $40 each saved in quickly 
cashable assets and bank deposits. In other words, 40 per cent. 
of the nation’s families came out of the war years with only one 
per cent. of all such assets in the country. This means that vast 
numbers of families must depend on current earnings or resort 
to borrowing or installment-buying to pay for the necessities and 
conveniences of living. The survey points up as well, a recent 
report of the Federal Reserve Board that the use of consumer 
credit has increased sharply during recent months, as opposed to 
cash-buying during the war boom years. The Board anticipates 
that the upward course of consumer credit may be sharply ac- 
centuated as more automobiles, furniture, household appliances, 
and such become available. 


Auto Makers Lost 10 Per Cent. of Sales Dollar 


Passenger car manufacturers lost some $50 million dur- 
ing the first quarter of 1946. The loss, calculated after al- 
lowance on tax credits, according to the Automobile Man- 
ufacturers Association was equal to more than 10 per cent. 
of every sales dollar. As a point of comparison: in the first 
quarter of the depression year of 1932 passenger car man- 
ufacturers sustained deficits amounting to a loss of 6.7 per 
cent. of every sales dollar. 

The reason in 1932: depression. The reason in 1946: 
lack of materials and production interruptions. 


Full Addressing of Mail Is Stressed 


The importance of addressing letters fully and completely is being 
stressed by the National Association of Bank Auditors and Comptrol- 
lers, which is urging that all large business concerns check the han- 
dling of correspondence in regard to this. Many a letter has gone 
astray because of inaccuracies or the lack of essential information such 
as the street number. And, of course, the addition of mailing zone 
numbers to envelopes is likewise important. There is little gain in 
the air-mailing of a letter if it is to be delayed because of insufficient 
addressing once it reaches its destined city. 


Likely Choice 


The new administrator of the War Assets Administration, 
Major General Robert McG. Littlejohn, was a heavyweight 


wrestler while at West Point. Significant ! 
—PAuUL HAASE 
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You, too, can have an “upswept hair-do”! 


What’s to do when your mustachio 
keeps drooping in the soup? One 
fellow solved the problem with the 
peachy gadget above. Presto—ladies 
swooned over his soupless “upswept 
hair-do”! 

Maybe it did its job. But most 
men we know would have found it 
simpler just to shave the thing off. 

For it’s the simple, direct and easy 
way of doing things that appeals to 
practical men. That’s why we want 


WW. AYER & Son 
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Mustache-Guard, U. S. Pat. No. 220,538, granted 1879. 


to tell you about a simple, direct and 
easy payroll system. Specifically, it’s 
called the “Comptometer Check-and- 
Payroll Plan.” 

Fast and accurate, this unique 
system cuts through the costly time- 
waste of needless bookkeeping, copy- 
ing and filing. It shoots straight at 
the heart of the problem, requiring 
only a payroll check or a cash en- 
velope ... for payrolls of any size. 
Every last bit of excess—and expen- 




















Patent description supplied upon request. 


sive —clerical work is shorn away. 

Get full details from your nearest 
Comptometer Co. representative. 
The Comptometer, made only by Felt 
& Tarrant Manufacturing Co., is 
sold exclusively by the Comptometer 
Company, 1734 N. Paulina Street, 
Chicago 22, Ill. 


COoMPTOMETER 


REG. U.S. PAT. OFF. 


ADDING-CALCULATING MACHINES 















































































By Major General John C. Persons 


What does a banker think should be 
the responsibilities of the controller and 
what does a banker expect to get from the 
controller of a business or institution 
when he seeks information ? 

First, to discuss these questions intelli- 
gently, we must standardize the control- 
ler. You and I must be discussing and 
thinking the same things. There are dif- 
ferent kinds of controllers. To bankers 
the best known is the Comptroller of the 
Currency. His duties are fixed by law, and 
roughly he is a federal agency created by 
law to supervise national banks and to 
enforce legal regulations affecting na- 
tional banks. He examines, criticizes and 
enforces. He also performs many of the 
duties normally attributed to controllers, 
such as the collection of statistics, the 
preparation of reports to the Secretary of 
the Treasury and from which much of the 
data influencing our tax laws and eco- 
nomic legislation is derived. Then we 
have the controllers of cities and other 
governmental subdivisions. Their duties 
vary, but the general pattern is somewhat 
the same. 

It is in private business that we find 
the widest variance in practice. In some 
concerns he is a glorified bookkeeper; in 
others an auditor. But he reaches perhaps 
his position of greatest influence in con- 
cerns where he is an important executive 
answerable only to the Board of Direc- 
tors. 

In a bank we deal with all types of 
controllers. But throughout the picture 
runs one common pattern in the minds of 
bankers as to what we expect from con- 
trollers, and that is, we expect factual in- 
formation. 

In our own bank we have a controller. 
He has a multitude of duties, some of 
them common to those generally assigned 
to controllers and some perhaps unique to 
our institution, and I imagine the same 
thing is true of each of you. In fact, after 
giving the matter some thought I have 
discovered that he is the man we give 
every job to that nobody else wants. In 
our institution he is an important officer. 
He not only has important work assigned 
to him, but he reports only to the Execu- 
tive Vice President, the President or the 
Chairman of the Board and has the liberty 
to go directly to the President on any 
matter without going through any inter- 
vening channels. 

But as I said in the beginning, there 
are certain standardized duties of a con- 
troller that are generally recognized, and 
some of these are 


1. The responsibility for the records of a 
com pany. 


Two Bankers View the Controller 


. The supervision of the accounting. 

. The constant study of costs. 

. The analysis and study of profits. 

. The projection and effect of costs and 

sales on financing, present and future. 

. The preparation and control of budg- 

ets. 

7. The custody of records and papers of 
value. 

8. And most important these days, the 
preparation of tax returns and the 
study of the effect of tax laws. 

9. The preparation of and production of 

statistical data. 
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These are just a few of the things I 
think most controllers do. There are many 
others. In our bank the controller super- 
vises all personnel. He employs and dis- 
charges, recommends salary changes and 
assignments. In one banking institution I 
know of he has the custody and responsi- 
bility of all firearms. Another case of giv- 
ing the controller the odd jobs. He fre- 
quently places and supervises the insur- 
ance of a company. 


WANTED: INITIATIVE 


These are some of the trite and conven- 
tional things a controller is supposed to 
do. There is a wide variance in how he 
accomplishes his job. It is perhaps satis- 
factory in some companies to keep the 
records straight, to enforce the printed 
regulations, but the rare thing that man- 
agement seeks and does not always find is 
the controller with initiative, with vision, 
with the ability to translate facts into a 
plan that will benefit the company. It is 
not enough to audit the books and say 
they are correct. The controller can ask 
and answer a hundred questions. Can the 
bookkeeping be improved? Will the pur- 
chase of a machine improve the efficiency ? 
Are working conditions satisfactory ? 

In the matter of costs. Of course, man- 
agement wants to know costs, but if you 
have any idea, and frequently controllers 
do have very excellent ideas how to im- 


(Please turn to page 510) 





By Frank E. Jerome 


There is an often used saying that “if 
a man builds a better mouse trap, the 
world will beat a path to his door.” It is 
the same old story in the business world 
—the boss beats a path to the man who 
has initiative, energy, ideas and the abili 
to get things done, together with rare fac. 
ulty of being able to think clearly. We 
have seen many instances whete control. 
lers of large corporations retrace those 
very same steps to occupy the presidency. 

You controllers hold an enviable posi- 
tion in the organization with which you 
are affiliated. You are the hub around 
which the wheel whirls. To most: em. 
ployees in a large organization a control- 
ler is a fellow that usually winds up in a 
private office and surrounds himself with 
a formidable array of statistical data and 
sets himself aside and apart from the rank 
and file. 

However, this conception of a control- 
ler is rapidly disappearing due in a large 
measure to the magnitude of business 
problems during the war and the complex 
tax questions which confront every busi- 
ness today. In fact, he is being recognized 
for what he has always been—‘‘a manage- 
ment engineer.” 

Management engineering is an orderly, 
detailed and common sense approach to 
the problems found in the management 
of an enterprise. In the hands of a com- 
petent and experienced controller it is this 
approach which places it in a professional 
category, as opposed to the rough rule of 
thumb method sometimes based on long 
experience, sometimes not, which many 
business managements have at times used 
in making decisions. Your profession is 
concerned with the over-all problems of 
administrative control. Because of the in- 
creasing complexities of business opera- 
tions many large industries have found it 
desirable and expedient to employ on 
their own staffs specialists to direct and 
coordinate the various divisions and func- 
tions of the enterprise. 

The responsibilities of a controller 
make him one of the most important 
parts of the management wheel. The loan 
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VIEWPOINTS AND EXPERIENCES 


The two articles on these pages present views of the controller’s place in the 
business organization, as observed by two bank officers with varying back- 
grounds and widely separated vantage points, for General Persons is president 
of the First National Bank of Birmingham, Alabama, and Mr. Jerome is vice 
president of Seattle First National Bank, of Seattle, Washington. Their observa- 
tions were presented before meetings, respectively, of the Birmingham and 
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officer in a bank considers him one of the 
most essential men in an organization. It 
is his duty to functionalize his staff to cor- 
respond to the. major divisions of man- 
agement, such as: 


. Cost control. 

_ Merchandising and market research. 
. Public relations. 

_ Personnel and organization. 

_ Finance and administration. 


. Top policy. 
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You may think I am covering too much 
territory, but to do the most effective job 
your duties should parallel those of the 
president, only in a more detailed and 
methodical way. The wide scope of a con- 
troller’s activity ranges from making a 
study of either one or more specific prob- 
lenis of business up to a report on the 
complete operations of the company, the 
recommendation of procedures designed 
to improve or correct the functional op- 
erations and the installation of such pro- 
cedures. You should be prepared to pre- 
sent management with facts, both plea- 
sant and unpleasant. You should watch 
for significant and changing trends—and 
hang out the red flag. You should keep 
on revising, simplifying and improving 
methods of operation. The question mark 
is probably a good symbol for a controller 
because to meet the fundamentals of any 
problem he starts first by asking ques- 
tions. He must, also, be a diplomat in 
dealing with officers, department heads 
and personnel. 


CONTROLLER'S “ISOLATION” GIVES 
OBJECTIVE VIEWPOINT 


Because most controllers are not iden- 
tified with an operating department this 
very isolation enables him to be more ob- 
jective in his approach to the perennial 
subject of Bi production costs 
through more efficient operation. He is 
generally in a better position to compose 
conflicting internal points of view better 
than even the most able top executive. 
After all, an experienced controller de- 
votes his time and energy exclusively to 
the study of the problems of the business 
from operations to administration and 
policies. Because of this wide experience 
and objectivity of viewpoint it is reason- 
able to assume that his opinion should be 
of great value to management. This is 
particularly true where top executives are 
so occupied with their day-to-day tasks 
that they can not be expected to have time 
to study the problem in detail and then 
to see the operation as a whole. 

Many people see their doctors at least 
Once a year, not because they are sick, but 
to be sure they remain healthy. By this 
same teasoning the periodic review and 
survey of internal operations of a business 
by the controller is of immeasurable value 
to management. 


The basic operation of a business re- 
volves around the controller’s desk. Why 
is it that the president calls upon the con- 
troller frequently to discuss important op- 
erating and fiscal questions? Because the 
type of maf who holds that position 
keeps abreast with current developments 
and has the initiative and ability to inter- 
pret and meet changing conditions. As a 
background for that remark I point out a 
few facts: 


1. The first is that the gross production 
of our country jumped from ninety bil- 
lion in 1939 to nearly 200 billion in 
1945, with all that this implies in ex- 
panded production facilities, more e ffi- 
cient processes, the accelerated obsoles- 
cence of machinery, and the enlarge- 
ment of the labor force. 

2. The second fact, whether we like it or 
not, is the increasing discussion of full 

. employment. 

3. The third fact is the current conflict 
between management, labor and Gov- 
ernment with respect to the determina- 
tion of the cost-price-profit relation- 
ship. 

4. The Pippa fact is that the demand for 
goods and services created by war time 
shortages is greater than ever before. 
Purchasing power in the hands of the 
public is at an all-time high, their 
liquid resources being estimated at 
some 225 billion. Business will seek to 
serve this market and competition will 
be keen. Costs and prices will be im- 
portant. Industry has gained in pro- 
duction knowledge and ‘skill, much of 
it in war production when costs were 
properly secondary to achieve produc- 
tion goals. Goods and services will 
again be sold on a basis of quality and 
price. 


These facts pose some serious problems 


to top management and I think it is neces- , 


sary that you management engineers take 
cognizance of these problems as, un- 
doubtedly, they will eventually land in 
your lap. 

It may be of interest to you to know 
that our loan officers in analyzing a credit 
or an application for a loan make a spe- 
cial point to check costs and accounting 
methods. We go behind the scenes much 
more thoroughly than is generally be- 
lieved. We place considerable weight on 
who the controller is and how well he 
handles his job for, in many cases, we 
make loans which are well in excess of 
the actual net worth of the business and 
we certainly want to be sure that adequate 
records and supervisory controls are main- 
tained. On the size of the loans usually 
involved, we can not afford to be wrong 
too often. 

You controllers today have two impor- 
tant opportunities to place your profession 
at the top of the list. The way in which 
you respond will determine not only your 
own future but will be an influence in 
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determining the progress business makes 
in reconverting from a war to peace time 
economy. One grows out of your position 
as leaders in your communities; the other 
concerns more specifically your function 
as controllers. 

Your first opportunity, as it is your first 
duty and first privilege, is the broader and 
more immediate. It is more difficult to put 
into words, requires far more imagination 
and initiative, and is more vital. In a 
word, you can be the source of greater 
understanding, the leaders of an intelli- 
gent and progressive spirit, the developers 
of a calm, quiet and none-the-less power- 
ful and firm public attitude. 

Your second opportunity ties in closely 
with the first and is of only slightly less 
importance. In order to achieve the maxi- 
mum individual and national production 
effort it is essential that the channels of 
clear thinking be kept open. That quality 
seems to be characteristic of a controller 
and we will need a lot of that kind of 
ability in order to hurdle the reconversion 
problems that are now with us. 

In conclusion I am going to give you 
my observations as a lending officer of a 
bank. There have been many important 
developments in banking during the past 
fifteen years. Bank deposits have mush- 
roomed with no corresponding demand 
for commercial. loans, and in order to 
utilize these deposits to the fullest extent 
most of the larger banks are now going 
into lending fields which were formerly 
handled by finance companies and the in- 
vestment markets. Instead of selling stock 
or debentures, many large corporations 
ate finding it cheaper and less burden- 
some to finance themselves by arranging 
long term -bank loans or stand-by credit 
commitments to take care of the antici- 
pated increased volume of business. As 
this type of credit involves a more de- 
tailed explanation of a company’s affairs, 
the bank loan officer and the controller 
work as a team. During the war years in- 
dustry had to borrow staggering sums to 
finance war production—loans that were 
wholly disproportionate to the invested 
capital of the Sao This necessitated 
the assembling of close technical informa- 
tion and detailed figures, together with a 
survey of all the ramifications of the busi- 
ness. Negotiations for the loan usually 
were started by the president but, and I 
do not say this disparagingly against the 
office of the pes for his duties are 
multitudiness, the bank officer invariably 
wound up with the controller before the 
loan was closed, because the controller is 
usually the only person in the company 
who can convey a clear and complete pic- 
ture of the over-all business and who has 
a more understanding knowledge of the 
bank’s requirements. 

As an illustration, our bank was re- 
cently negotiating with a local concern 
who have made application for a $2,000,- 
000 revolving loan commitment extend- 
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ing over a period of five years. The long 
term aspects of a credit of this kind in- 
volves a closer insight into a company’s 
affairs than would be the case in consider- 
ing a ninety day credit. It also requires 
some pretty accurate forecasting of the 
future of the company which can only be 
accomplished by studying the borrower's 
present and past performance based on 
information and statistics supplied by the 
controller. It has been our experience that 
the controller along with his other super- 
visory duties is one of the most important 


financial men in a business and in the. 


final analysis the financing of a business 
is one of the most important functions of 
top management. As a practical matter 
our opinion of the management of a com- 
pany always takes into consideration the 
qualities of the controller in judging the 
company as a credit risk. In other words, 
he is an integral part of top management. 

These observations are not necessarily 
opinions from our own bank as I have re- 
ceived the same impressions from talking 
with credit officers of some of the largest 
banks in the country. In other words the 
complexities of today’s business have 
gravitated and naturally so on the con- 
troller’s shoulders and it is a challenge 
which your profession has so readily and 
capably accepted. 
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prove costs, then by all means explore 
and recommend. 

The tax field is a fertile one for con- 
trollers. Management must know how 
taxes will affect their operations, but 
think how much more valuable you are if 
you can advise management how to save 
taxes. 

Of course, I realize management in 
many cases does not encourage this kind 
of activity on the part of controllers. 
When it does not, it is downright stupid, 
for there is no officer in an organization 
better able to see the overall picture of a 
business than the controller and thereby 
be a most valuable assistant to the chief 
executive. If you are not recognized as a 
valued assistant, then you should do a 
selling job. However, it is my observation 
that executives today, other than pure 
salesmen, are most successful when they 
have a knowledge of accounting, and all 
controllers must have a better than aver- 
age knowledge of accounting. If I were 
asked to name one type of education more 
valuable to a successful executive than 
any other, I would say a knowledge of 
accounting would be most important. 
This need of a familiarity with accounting 
principles is becoming more and more 
evident every day as our accounting be- 
comes more and more complex. 

Now, to deal more specifically with my 
subject. What does a banker expect of a 
controller? In general terms, I repeat, he 


expects factual information, but specifi- 
cally he wants a statement disclosing a 
true picture of the assets and liabilities of 
a company and he wants these over a pe- 
riod of years in order that he may make 
comparisons. He wants the facts about 
earnings, likewise over a period of years. 
From these figures in the assets and lia- 
bilities and earnings statements he deter- 
mines: Is there a correct proportion of 
current assets to current liabilities? Is the 
working capital sufficient for successful 
operation, and can the current assets be 
readily converted into cash? Does the 
company seem to have too much of its 
capital tied up in fixed assets? On what 
basis are the intangible assets, if any, 
valued? Are the long term obligations of 
such proportions as to impose a strain on 
the company in future years? Are neces- 
saty reserves set aside, and in sufficient 
amount? Is there too great a proportion 
of borrowed capital in relation to invested 
funds? Is the company strengthening its 
financial position by leaving a fair amount 
of profits in the business each year ? Now, 
if you give him in advance the answers to 
all these questions, it obviously saves him 
a lot of time and puts you down in his 
books as competent. 

But in passing on a credit a banker does 
not stop with the figures. He wants to 
know some of the history and type of or- 
ganization he is dealing with. Is the com- 
pany of comparatively recent origin, or is 
it well established with years of experi- 
ence in its field? If a corporation, what is 
its capital structure? In what proportion 
is the preferred and common stock ? What 
is the dividend rate and are there any 
dividends in arrears? If a partnership or 
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proprietorship, what is the investment of 
the owners in the business ? iS 

And then he must look at the Pg 
ment. Obviously the controller cannot be 
expected to rate his own management, but 
there are certain facts which he can sup. 
ply which the banker would like to have 
such as, Who are the officers of the cop. 
poration and are they experienced ang 
capable? Is the board of directors com 
marae of men of recognized standing and 

usiness ability? If a partnership, what js — 
the background of the partners, their busi. 
ness experience and general reputation? — 

There are many other questions that 
may be asked of the controller, such as 
the insurance situation, plans for expay 
sion or contraction, colicies and such, 
Some of these only management can an- 
swer, but the more the controller knows 
about them, the more valuable he is to his 
business and to the banker. 

Now, these are some of the speci 
things we expect of a controller, but the 
most important thing of all is for the con- 
troller to have the confidence of the 
banker. I know it is old fashioned, per- 
haps, to say that the most important factor 
in extending credit is confidence, but 1 
assure you that today it is just as impor 
tant a factor as it has ever been. You may 
have the most beautiful set of figures im 
aginable, but if a single fact is willfully 
or carelessly misrepresented you will de 
stroy much of the effort you have ex 
pended. So, my last word to you is, in 
dealing with your banker, present your 
facts thoroughly, efficiently and i 
Give him the good and bad, and you 
profit and your company will profit by 
the confidence you inspire. 


Salesmen’s Travel Costs Surveyed 


The proportion of salesmen’s traveling ex- 
penses to total sales from 1944-46 showed a 
marked increase and there was a growing con- 
cern on the part of management with how such 
expenses can be controlled, according to the 
results of a survey issued by the American 
Management Association. 

The report, which covered ninety-two com- 
panies, showed that although transportation, 
automobile and hotel room expense as a pro- 
portion of total traveling expenses declined 
from 1940 to 1946, the portion of expendi- 
ture on meals and miscellaneous items in- 
creased, and entertainment expenses rose from 
slightly more than 11 per cent. of the total 
to almost 14 per cent. 

Of total traveling expenses, the report said, 
about 43 per cent. was for transportation, in- 
cluding auto travel; 14 per cent. for hotel 
rooms; 18 per cent. for meals, and 11 per 
cent. for personal items such as tips, valet, 
laundry, telephone and other miscellany. . The 
total traveling expenses of the average sales- 
man of the companies providing data, however, 
were shown as 1.35 per cent. of the total sales 
in 1946, compared with 1.58 per cent. in 1940. 

Many sales managers who replied to the 
questionnaire said that. control of expenses is 
required at present to avoid public criticisms, 
ill feelings in company divisions where ex- 
penses are closely controlled and because of 


the current “‘squeeze between costs and prices” 
and the resumption of full competition.” 

The report noted that while the methods of 
control varied considerably from one industey 
to another because of selling problems pe 
culiar to each industry, the favorite mi q 
of evaluating traveling expenses were: 
parison with past records of the individual 
personal scrutiny by senior executives; coir 
parisons with other salesmen, and with the 
remembered experience of senior executives. 
Other methods include fixing auditing § 
ards and evaluating the type of customers 
territory. 


Economic Research Report Issued 


“Economic Research and the Keynesiai” 
Thinking of Our Times’ is the title of a 
cial pamphlet issued by the National Bure 
of Economic Research, Inc., New York, @ 
also embodies the twenty-sixth annual 
of the Bureau. The analysis of the K 
theories and their influence on economi¢ 
search, which constitutes the first part of 
pamphlet, was prepared by Arthur F. 
Director of Research of the Bureau. 


* * * 


Workers on strike have lost wages 
ing more than $13,500,000 a day, acco. 
to United Press survey. 
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hifteenth Anmversary Section 


Controllers Justitute of America Cakes Cime 
Out to Mark Jia Accomplishments 


IF TEEN years ago, in September, 1931 the first moves were made toward welding 

into a cohesive, working organization the hundreds of controllers of business con- 
cerns in the United States who up to that time had had no means of studying their mu- 
tual problems for the purpose of bettering their procedures, and of making their con- 
tributions to the orderly conduct of business more useful and of greater service to 
the companies with which they were connected. 


Controllership had had no mouthpiece. Its influence and standing were practically 
nonexistent. ‘The calling as such had had no recognition. It had simply sprung into 
existence and its development had been without leadership. 


The formal organization of ‘The Institute took place in December, 1931, thanks to 
the vision and enthusiasm of a comparatively small group who accepted the idea, and 
rallied around with offers to help, in the face of what may be described as passive re- 
sistance, and even of frequently expressed doubts as to the need of and probable suc- 
cess of such an organization. 


On the fifth and tenth anniversaries of the formation of The Institute the records 
of its accomplishments were set forth in considerable detail. ‘They were found to be so 
extensive and inspiring that all doubts as to its usefulness to the American economy 
were eliminated, and the organization plunged into the next important phase of its 
existence, the war period, with confidence and greatly increased strength. The past 
five years saw controllers, through their organization, contributing immeasurably to 
the successful prosecution of the war, by making it possible for the Government to 
operate successfully the wide spread controls which were necessitated by the immense 
armament and materials production program. 


The 1,600 members of ten years ago have swelled to 2,go0. The Institute has taken 
a place among the leading technical organizations of the United States. It has com- 
manded the respect and commendation of governmental agencies, of business manage- 
ments, of educators and of technicians. 


The Institute faces the future with confidence. Controllership, as we know it, a 
twentieth century development, recognizes its opportunities in the solution of the 
problems of the reconversion and postwar periods. It is better equipped than ever to 
handle these tasks, because it enjoys the active cooperation of not only controllers, but 
of business managements. It should write another record of usefulness in the next 
five-year period. 

ARTHUR R. TUCKER 


August 21, 1946. 
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Institute Must Continue to be Alert 
to Changing Conditions 


By FRANK J. CARR 


Controller, Mallinckrodt Chemical Works, St. Louis, 
FIRST PRESIDENT OF INSTITUTE 


It has been a real privilege to have 
had the opportunity of watching the de- 
velopment of The Controller Institute 
from a humble beginning to its present 
stature as the recognized spokesman for 
Controllers. From that stormy winter 
evening fifteen years ago when a hand- 
ful of controllers, inspired by Arthur R. 
Tucker, met in the Accountant’s Club 
atop what was then the Montclair Hotel, 
The Institute has continued to grow and 
to serve. 





F. J. CARR 


An historical review of activities over 
these years would furnish sufficient evi- 
dence of the value of the organization, 
not only to controllers themselves, but 
to business as well. Such a recital is too 
long for the purpose of this article, and 
has been fully covered elsewhere. Re- 
view the pages of “The Controller” and 
see for yourself all that has been accom- 
plished! Growth in membership has 
provided a sound organization with an 


opportunity for service that goes with 
financial stability. Even more important 
are the contributions which The Insti- 
tute, and its members, have made to 
business practice and policy, and to 
sound thinking concerning business 
problems. 

Perhaps we should give some credit 
to the times in which we live for the op- 
portunity that has been ours. Control- 
lers have always had problems, but 
many of the business problems of the 
last fifteen years have been peculiarly 
the Controller's field. The Institute was 
founded at the depth of the depression, 
which followed the most spectacular 
crash the country has ever known. It had 
only a couple of years to establish basic 
policies, and form a modest working or- 
ganization, when business was con- 
fronted with a rapidly developing con- 
trol by the Government. First the de- 
pression, then the war brought .on re- 
strictions, regulations, and mounting 
tax burdens. The full impact of these 
matters fell heavily on business manage- 
ment in general, but much of the detail 
and the routine involved landed directly 
in the lap of the controller. His work in- 
creased by leaps and bounds, as requests 
for reports followed one after the other 
in an almost endless stream. Established 
practices had to be rapidly adjusted to 
meet the changing requirements, and the 
mere volume of detail became a back- 
breaking load. To top it off, many of 
our key men and better understudies 
were drawn into the service forces, and 
the recruiting and training of new and 
additional help became a major prob- 
lem. 

The Institute saw its great oppor- 
tunity and met the challenge. Recom- 
mendations were made to Congress, to 
regulatory boards, to bureaus and com- 
missions. Members served in many ad- 
visory capacities. Long hours were spent 
in hearings on regulations and tax mat- 


ters. Every possible effort was made to 
keep the regulations within reasonable 
bounds. Individual members were given 
substantial help through the pages of 
“The Controller,” the publication of 
special bulletins, and the opportunity 
for discussion in meetings of our na- 
tional organization, its committees, and 
its local Controls throughout the coun- 
try. This is a record of service of which 
we may all be proud. 

And where do we go from here? Who 
can foretell what the coming years will 
have in store for us? Will government 
controls become part of our permanent 
economy, or will they be relaxed or dis- 
continued ? Will taxes continue on their 
complicated way or will they become 
more understandable and business-like? 
Will profit making continue to be more 
and more difficult, or will our free 
economy be given a chance to function? 

Whatever may be the answer to these 
imponderables, it is certain that the con- 
troller will have to be up to the minute 
in his information, thinking, and his 
ability to adust quickly to new develop- 
ments. Therein lies the continuing op- 
portunity and obligation of The Insti- 
tute. To best serve the members it must 
maintain its high standards of member- 
ship, and its ideals of service. It must 
continue to be alert to changing condi- 
tions. It must provide effective informa- 
tion service, and it must further develop 
its research and educational program. 

The members and The Institute, mu- 
tually dependent, will then be assured 
continued growth and influence. 





| Mr. Carr was the only President of The In- 
| stitute to serve more than one term. He was 
first elected on December 29, 1931. The In- 
stitute had set August 31 as the end of its 
fiscal year. In the fall of 1932 Mr. Carr was 
reelected for a full term. He served in all 
one year and eight months as President, in 
a period when The Institute was developing 
its standards and policies. 

How well those standards have served is | 
indicated by the progress which The Institute 
has made under them. The founders en- 
visioned a quality organization. Adherence to 
the principles which they established insured 


—THE EDITOR. | 
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Inspiring Picture of Years to Come in 
Field of Controllership 


By DANIEL J. HENNESSY 


Vice President, Jamaica Water Supply Company, 
Jamaica, Long Island, N. Y. 


SECOND PRESIDENT OF INSTITUTE 


Our Institute today stands on the 
brow of the hill which it started to 
climb a'short fifteen years ago. No one, 
] am sure, has any idea that The Insti- 
tute should rest on its laurels. It is on 
the threshold of what should prove to 
be the beginning of a brilliant period 
in its career of progress and service to 
Controllership and American business. 
Importance will attach to what we are, 
not what we were. 





DANIEL J. HENNESSY 


In the years ahead the controller’s 
plateau of vision must broaden, the 
areas of service become wider, and the 
day will come when the requirements 
of service to business and the public 
will make even outstanding perform- 
ances of the past seem like a poor re- 
hearsal in comparison. Public demand 
for streamlined and simplified state- 
ments of fact will take great forward 
strides. The audience of the controller 
will multiply a thousandfold, and the 
tequirements of our whole structure of 
free enterprise will make the control- 
lership function the mouthpiece of bus- 
iness and the lines of communicating 
understandable, dependable informa- 
tion and ideas for owners, stockholders 
and, most important of all, the Amer- 
ican public. 

Far-reaching plans are already un- 





folding through the Controllership 
Foundation, the research arm of The 
Institute, to discover new and wider 
uses of economic facts and information 
and to simplify and clarify the recog- 
nized medium of expressing such facts 
as embraced in financial and account- 
ing statements and to make more use- 
ful such means of communication be- 
tween all concerned. There is no doubt 
whatever about the increasing useful- 
ness and success of the Controllership 
function, but the real challenge (and 
the future of our calling may depend 
on how this challenge is met) will be 
to satisfy the demands for understand- 
ing between American industry's profit 
motive and the public, including labor 


‘and owners. 


Curiously enough, while manage- 
ment’s use of the product of the con- 
troller’s office will continue to be most 
important, the necessity for understand- 
ing and interpretation of the product 
of the controller's office by employees, 
stockholders and the general public 
will greatly expand in importance. The 
time is not far distant, I believe, when 
the controllership function and its fi- 
duciary responsibilities to all segments 
of society are properly defined, under- 
stood and given appropriate authority, 
it will then be placed in a position of 
utmost importance and value to man- 
agement, employees, owners and the 
public. Such responsibility can only be 
met by men of exceptional ability, ex- 
perience and training. 

The controller will not only have to 
understand thoroughly the economic 
behavior of his company, but he must 
learn what the public wants to know 
about his company. He should know 
whether the public accepts the truthful- 
ness of his figures and by what means 
he can make the reliability and mean- 
ing of such figures more acceptable. It 
will be necessary for him to know 
whether the employees understand his 
reports, whether they are accepted 
without suspicion, and also he should 
be constantly striving to make reports 
more interesting, more usable and more 
persuasive. 

The mere fact that books of accounts 


are kept correctly and so proven by in- 
dependent and authoritative certifica- 
tion will not be sufficient. The meaning 
and the relation of such figures and 
statements must be made clear and per- 
suasive to all concerned. The controller 


must, figuratively speaking, descend 
from his ivory tower of accounting 
ledger domain and keep abreast of the 
rapidly increasing partnership of the 
public in industry and keep constantly 
in mind that it is the public from which 
all business and all profits arise. 

This will require men of integrity 
and ability qualified by a thorough 
knowledge of general economics, ex- 
pertness in the techniques of account- 
ancy, finance and business procedure, 
together with top administrative ca- 
pacity. But above all, it will require 
that indefinable instinct necessary to the 
understanding of human relations so 
that suitable means of communicating 
ideas, facts and truth can be availed of 
and made a serviceable instrument for 
telling the truth with persuasion. 

The Institute is doing a splendid 
work, and by adding to its membership 
high class men and by generously giv- 
ing aggressive support to its aims and 
ideals, we can each help make it a most 
important influence in the world of 
business and thereby make a telling 
contribution to the continuance of our 
system of free enterprise and the pres- 
ervation of our heritage of freedom as 
American citizens. 





When Mr. Hennessy applied for member- 
ship in The Institute, he was number 50 on 
the list. Losses from membership through the 
years have now moved him up to number 18. 

From the time of his election to member- 
ship, Mr. Hennessy has been one of the 
most active of the members. He was elected 
President in September, 1933. Upon com- 
pletion of his term, he continued to aid the 
organization in many ways. He served as 
chairman of special committees and helped 
to draft many of the important pronounce- 
ments of The Institute, setting forth its polli- 
cies and reporting on its progress. 

It was Mr. Hennessy who first suggested 
and advocated creation of a separate cor- 
poration to finance and conduct special 
surveys and studies. That was in 1936. Mr. 
Hennessy clung tenaciously to the idea, and 
out of it came the Controllership Founda- 
tion, Inc., an arm of The Institute formed 
for research purposes. 

His special interest in that undertaking 
led to his election as first President of The 
Foundation, and to his reelection to that 
office in March, 1946. The Foundation, un- 
der his guidance, is making progress, and 
now has its first research project under way. 

Mr. Hennessy aided in setting the high 
standards and ideals of The Institute. He 
always had a clear vision as to its possibil- 
ities. His contributions to the success and 
growth of The Institute are immeasurable. 
He ranks high in the esteem of his fellow 
members. —THE EDITOR. 

















Controller Provides Corporations 
Powerful Guiding Hand 


By J. CALVIN SHUMBERGER 


Vice President and Controller, Call-Chronicle Publishing Company, 
Allentown, Pennsylvania 


THIRD PRESIDENT OF INSTITUTE 


It was in the early nineties that your. 


third President took part in the organi- 
zation of three separate business col- 
leges where double entry bookkeeping 
was taught. Business in general and cor- 
porations in particular began to realize 
the value of a method of accounting 
that would prove the profit or loss of the 
business during each business year. 





J. CALVIN SHUMBERGER 


It was about this early date that 
double entry was introduced into the 
public schools. Likewise, your President 
was called upon to change many sets of 
books from single to double entry, thus 
enabling the investor to obtain required 
information relative to profit or loss. 

Again, he, at the time of assuming the 
duties of Director, Vice-President and 
finally President of the Controllers In- 
stitute of America, had served many 
years as controller of the Lehigh Port- 
land Cement Company, which was at 
that time the largest cement manufac- 
turing company in the world. 

His functions and authority were as 
full and complete as those promulgated 
by The Controllers Institute today. He 
enjoyed the confidence and respect of 
his executives, his directors and the 
stockholders, as well as in his confer- 
ences with the Internal Revenue De- 
partment at Washington from the in- 
ception of the income tax laws. Hence 
you will value the statement of his first 
comment, which is the same today as 


that publicly expressed while serving as 
president. 

First Comment: “That the Government 
conferred on business a great benefit 
when it compelled it to keep books,” by 
enacting the Income Tax Laws in 1913. 

Second Comment: The second thought 
entertained and publicly expressed was 
a statement setting forth the value of a 
true and competent controller, trusted 
and permitted to function in the interest 
of his corporate executives, the direc- 
tors, and the stockholders, all under the 
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best accounting methods and in compli 
ance with legal requirements. 

Third Comment: A controller of this 
stature, permanently employed, has at 
his immediate hand all required infor. 
mation and cannot be surpassed in times 
of difficulty or distress. 

Fourth Comment: Since these facts are 
all borne out by the years of develop. 
ment of The Controllers Institute, my 
fourth comment is that in these times no 
other organization has been developed 
to give to corporations a more powerful 
guiding hand in its daily functions than 
that of its controller, and the backing of 
The Controllers Institute as at present 
organized. 





| 
Members of The Institute rank Colonel | 
Shumberger high in the list of those who 
helped to stimulate it in its early days, with 
his infectious enthusiasm, vision, and sound 


thinking. —THE EDITOR, | 











Institute Lived Through Fantastic Years 
and Continued to Grow 


By RODNEY S. DURKEE 


President, Lane-Wells Company, Los Angeles 
FOURTH PRESIDENT OF INSTITUTE 


There are more than one hundred 
times as many members in The Institute 
as when I became member number 
twenty-six. There are nearly five times 
as many members and more than three 
times the number of Controls than at the 
end of my term as national president. 

When I presided at the Fifth Annual 
Meeting I was happy to report that we 
had added 205 members and four Con- 
trols during my year in office, increasing 
the membership to 666 and the Controls 
to eleven. 

The first five years were depression 
years in our national economy, but pro- 
ductive years for controllers. They were 
years in which we broke new ground 
and explored new territory. We lived 
through an economic upset with hastily 
conceived and applied regulatory meas- 
ures, fantastic turns in tax laws, hurriedly 
written social security measures, and the 
beginnings of not-yet-ended pressures for 
financial and statistical reports to govern- 
mental bodies. 

We lived through these years and 
grew each year in size and accomplish- 
ments. We laid the foundations for the 
sound, steady and, yet, spectacular 
growth that resulted in our strength to- 
day. This Fifteenth Anniversary, as were 
the fifth and the tenth, is another pause 
for celebrating our past achievements and 
reaffirming our intention to go forward 
to new heights in the years ahead. 





At the time of organization of The Insti- 
tute, Mr. Durkee gave it his prompt en- 
dorsement. He was the 26th man to be- 
come a member and now ranks eighth in 
the list. 

Mr. Durkee is a westerner. His breezi- 
ness and his constructive thinking promptly 
made him many friends. His business-like 
approach to the problems of The Institute 
meant much to its development. 

—THE EDITOR. 














RODNEY S. DURKEE 
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PAUL J. URQUHART 


The Fifteenth Anniversary of the 
Controllers Institute of America marks 








HENRY C. PERRY 
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Founding Controllership Foundation Will 
Further Expand Institute’s Prestige 
By PAUL J. URQUHART 


Vice President, Aluminum Company of America 


FIFTH PRESIDENT OF INSTITUTE 


Fifteen years ago The Controllers In- 
stitute was conceived in a vision that 
time has now shown to have been good. 
Immediately after its organization the 
influence of The Controllers Institute as 
a technical organization became notice- 
able, and it has been growing in prestige 
and influence ever since. 

It is a fitting thing that in its fifteenth 
year The Institute should further ex- 
pand its usefulness to American business 
by sponsoring the Controllership Foun- 
dation, which will grow in importance 
and thereby bring still further honor and 
distinction to the Controllers Institute of 
America as its founder member. 





Mr. Urquhart’s constructive influence on 
the progress of The Institute has been 
marked. His sound counsel helped to fix 
and to hold its high standards and ideals. 
His activities have continued through the 
years, to its great benefit. —THE EDITOR. 











Future Leaders Should Be Inspired by 
Karly Record of Accomplishment 
By HENRY C. PERRY 


Treasurer, Heywood- Wakefield Company 


SIXTH PRESIDENT OF INSTITUTE 


another important milestone in the 
value of organized effort. This has been 
demonstrated by the effective applica- 
tion of controllership techniques to 
business and governmental administra- 
tion during years of war and years of 
peace. 

Those who have built this solid foun- 
dation have a right to the satisfaction of 
accomplishment. Those who must as- 
sume responsibility for further progress 
should receive inspiration from the pat- 
tern now established. 





A facile and trenchant writer, with the 
ability to present to his fellow men a clear 
analysis of controllership’s problems; and 
an inspiring speaker, Mr. Perry has fought 
steadily through the years for the principles 
of sound controllership, and for elevation 

| of this calling to a high plane. His forth- 
rightness and sound thinking contributed 
greatly to the advancement of controller- 
ship. —THE EDITOR. 











SEVENTH PRESIDENT 
OF INSTITUTE 





ROSCOE SEYBOLD 








Pressure of business, and absence from 
their desks, prevented Mr. Seybold (above) 
and Mr. Burbott (below), respectively, from 
contributing messages to this special num- 
ber. 

Mr. Seybold served as President at a 
time when serious discussions were taking 
place as to the scope of controllers’ re- 
sponsibilities. His influence on the growth 
of the prestige of controllership was con- 
structive, yet conservative. 

Mr. Burbott’s service as President was in 
the closing year of the war. His sound 
views as to the possible expansion of the 
functions of controllership claimed wide at- 
tention. —THE EDITOR. 





THIRTEENTH PRESIDENT 
OF INSTITUTE 





EDWIN W. BURBOTT 
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Future Accomplishments of Institute Should 
Be of Tremendous Value 
By OSCAR N. LINDAHL 


Vice President Finance, Carnegie-Illinois Steel Corporation 


EIGHTH PRESIDENT OF INSTITUTE 


While I have been given unlimited 
space for this assignment, I must, be- 
cause each other past president has been 
assigned the same privelege, in all fair- 
ness to the readers (if it is read) be 
brief. 

The accomplishments of The _ Insti- 
tute in its comparatively young life 
speak for themselves; therefore, I shall 
not dwell on the past, but rather take a 
look forward. 





OSCAR N. LINDAHL 


If what has been done in the short 
period of fifteen years is any indication 
of what can be done in the future, and I 
think it is, the progrgss and accomplish- 
ments will be of such tremendous value 
to the science of finance and controller- 
ship that there is no way of measuring 
such benefits accurately. 

Some of the things The Institute is 
doing, through its various programs, 
along constructive lines, are, to mention 
the more important: 


1. The promotion of sound and equi- 
table taxation. 

2. Controllership education. 

3. Planning for the future. 

4, Simplification and elimination of 
government questionnaires. 

5. Cooperation with the Securities 
and Exchange Commission. 

6. Technical information and 
search. 

7. Working with other organizations 

of a similar or allied nature to 

achieve a common goal, 


re- 





The Institute, as I see it, will continue 
this most constructive, far reaching, and 
diversified work and will expand in its 
scope as the future requires. 

The progress of The Institute will de- 
pend not only upon the work of its com- 
mittees but also will gain stature, stand- 
ing, and prestige by the work of its 
newly organized Controllership Foun- 
dation. This Foundation should be an 
outstanding success in the field of re- 
search for the enlightenment of the pub- 
lic in general, and financial men in par- 
ticular, on financial and allied problems. 

I think I need not elaborate on the 
possibilities as to progress and worth of 


Institute and Its Members Can Help 
Disseminate Economic Facts 
By VERL L. ELLIOTT 


Controller, Atlantic Refining Company, Philadelphia 
NINTH PRESIDENT OF INSTITUTE 


The Controllers Institute, born in a 
major depression in 1931, has been 
through the most devastating war in the 
history of the world and now, stronger 
than ever, it is struggling with postwar 
reconversion problems. It has grown to 
giant size in the fifteen years of its life, 
and is now respected in the business 
world. The Institute’s advice and help is 
frequently sought by such segments in 
business as the Securities and Exchange 
Commission, tax bureaus and legislators, 
and the New York Stock Exchange. 

The status of our country’s reconver- 
sion program is not one to be proud of. 
Nearly a year has passed since the cessa- 
tion of hostilities, and due principally to 
lack of cooperation between management 
and labor, there have been built only a 
very few automobiles, houses, washing 
machines, bathtubs, and the like. 

The laboring man has been convinced 
by his labor leaders and some govern- 
ment officials that he has been treated 
unfairly and taken advantage of by his 
employer. One high government official 
publicly stated that the automobile in- 
dustry could grant a wage increase of 
18 per cent. without an increase in sales 
price—an absurdity which all controllers 
knew was impossible. Similar statements 
were made by union officials regarding 
other industries, including the petroleum 
industry. They likewise were untrue. 

















































The Institute. The record speaks for it. 
self. Its future efforts and accomplish. 
ments will be limited only by the selec. 
tion and caliber of its membership. My 
only concern, and I have repeated it so 
often that it has become trite, is—pro. 
tect the membership of The Institute by 
the election to it only of those who are 
strictly eligible and qualified for mem. 
bership. The personnel then will con. 
tinue to be a credit to the profession and 
to The Institute. The membership must 
be guarded jealously in order that it may 
not become diluted with those who can- 
not measure up to the high standards 
set. Any let down will be a step back. 
ward, and this must not be. 





Mr. Lindahl’s executive ability was the 
outstanding feature of his administration. 
The Institute was well on its way to success 
when he took the helm. His genial insistence 
on high standards and his constructive ap- 
proach to the task of widening The Insti- 
tute’s program meant much to the organ- 
ization. —THE EDITCR. 











Unfortunately union labor members 
and the public do not realize the small 
margin of profit per dollar of sale in 
business. Big business is on trial today as 
never before, and notwithstanding the 
war production record made, it must jus- 
tify its motives and aims in the future. A 
recent survey shows that more than 50 
per cent. of the public favor government 








VERL L. ELLIOTT s 
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determination of what is a fair profit for 
management. 

One item on which the public needs to 
be informed is the high percentage of the 
cost of manufactured products and serv- 
ices such as transportation which is com- 

sed of payroll or labor costs. It is esti- 
mated that labor costs constitute 75 per 
cent. to 80 per cent. of all manufactured 
costs and services. This figure is higher 
than most individual companies en- 
counter in their experience, since most 
companies buy much of the raw material, 
supplies and services which enter into the 
product they manufacture. 

Take the cost of any finished article 
and trace the various items back to nat- 
ural resources in the ground, and it will 
be found that labor is the principal @le- 
ment of cost. The natural resources un- 
mined in the ground cost little, whether 
it be crude oil, standing lumber, iron ore 
or silver. This is why it is impossible to 
raise wages without increasing the cost 
of living by substantially the same 
amount. Increase in the standard of liv- 
ing is brought about by inventions and 
improved methods rather than just in- 
creased wages. 

Controllers know of this condition and 
they have a duty as never before to help 
disseminate the information to the labor- 
ing men in the employ of their companies 
and the public. Being a serious-appearing 
man (frequently with a dollar sign on his 
worried face) the controller is in better 
position to state his views and get them 
accepted than those in other vocations of 
life who may sometimes be suspected of 
doing propaganda work. 

Was the late John D. Rockefeller, Sr., 
tight when he said the following ? 

“I charted my course by figures, nothing 
but figures. I never felt the need of sci- 
entific knowledge, have never felt it. A 
young man who wants to succeed in busi- 
ness does not require chemistry or physics. 
He can always hire scientists. No, he 
should study figures, figures, figures, and 
apply them to his business. What does he 
intend to sell or manufacture and how 
many will buy his product? Let him first 
take paper and pencil and study his mar- 
ket and its possibilities. Figures come first, 
always.” 





Mr. Elliott—another westerner, or rather, 
southwesterner, at heart, even though lo- 
cated in Philadelphia—helped to expand 
| The Institute’s plans for the future and to 
| widen its horizon. He is much in demand 
| 9S a speaker and presiding officer. 


—THE EDITOR. 
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Institute Has Opportunity to Give Strong 


Leadership and Service to Business 
By JOHN A. DONALDSON 


Controller, Treasurer, Vice President, Butler Brothers, Chicago 


TENTH PRESIDENT OF INSTITUTE 


For many of its members, the 15 years 
of existence of The Institute must seem, 
as it does to me, to have been but a short 
period of time. These have been such 
busy years. The growth of The Institute 
has been so rapid. During these few years 
we have emerged from a prolonged busi- 
ness depression and we have fought and 
won World War II. Changes in our econ- 
omy and the business world have prob- 
ably been greater than in any previous 
period of twice the length. 

All of these things have greatly added 
to the responsibilities and opportunities 
of this organization for strong leadership 
and real service in the business life of our 
country. Our big challenge during the 
years immediately ahead is to better give 
such leadership and service to our mem- 





Mr. Donaldson‘s contribution to the prog- 
ress of The Institute was a refinement of its 
internal operations and the strengthening 
of relations between the national office and 
the Controls—its local organizations through- 
out the country. —THE EDITOR. 











bers and their companies. If we do this 
well, we have only begun to grow in the 
things that really count. 





JOHN A. DONALDSON 


Controllership’s Effectiveness as Business 


Tool Now Widely Recognized 


By T. C. McCOBB 
Retired Former Controller, Standard Oil Company (New Jersey) 


ELEVENTH PRESIDENT OF INSTITUTE 





T. C. McCOBB 


When I was chosen President of The 
Controllers Institute of America, in the 
fall of 1942, it was in the midst of an 
expansion program. This appears to 
have been a normal state of affairs for 
The Institute, as its overall record dur- 
ing its fifteen years is one of continued 
expansion. 

There is no doubt but that the advent 
of The Institute on the business scene 
late in 1931 constitutes ones of the ma- 
jor developments of recent years in that 
field. Year by year the usefulness of The 
Institute and of controllership to Amer- 
ican business has increased. One won- 
ders whether it would have been pos- 
sible for the United States Government 
to operate the many controls over the 
American economy which it established 
during the 30’s, and whether the war- 
time controls would have been effective, 
without the assistance and intelligent co- 


operation of the thousands of control- 


lers who were able to coordinate their 
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efforts to that end, through their na- 
tional organization, The Institute. 

It was a contribution to the winning 
of the war which ranks high in the estt- 
mation of Government officials, who on 
many occasions gave expression to their 
appreciation of the work done by con- 
trollers, not only in the service of their 
companies, but in government positions 
on numerous boards and commissions. 

Under the spur of the depression and 
of the war, controllership emerged as 
an effective tool, the value of which was 
impressed on business management. 
Controllers were literally forced to come 
out of the back rooms and inconspicu- 
ous positions which they had been oc- 
cupying, and many times under protest 
were compelled to take positions in the 
front raizks of business management. 
Surprised by this turn of events, the 
controllers put forth great effort to 
equip themselves to meet th&e new re- 
sponsibilities; they not only measured 
up to requirements, but went over the 
top in a way that proved their ability 
and resourcefulness. 

It was here that The Institute again 


proved its usefulness. The organization 
made it possible, through discussions 
and technical articles, for controllers to 
unearth, analyze, and absorb quickly, in- 
formation concerning the technical and 
procedural problems which were posed 
by the dramatic developments of the 
past fifteen years. 

Great credit is due to those who, with 
unfaltering vision, courage and tenacity, 
made these great advances possible. 

Today the opportunities for service 
by controllers and by The Institute are 
greater than ever. The spirit shown by 
these men encourages me to believe that 
they will consolidate the advances which 
they have made, and progress to even 
greater attainments. 





| It was under Mr. McCobb‘s administra- 
| tion that The Institute’s finances were 
| strengthened, by creation of a special ac- 
| tivities fund. This gave a decided impetus 
| to the work of the organization when de- 

mands for an expanded program because 

of the war were making themselves heard. 


—THE EDITOR. 











Sound Controllership Will Help Solve 
Many Postwar Problems 


By JOHN C. NAYLOR 


Vice President and Controller, Pet Milk Company. St. Louis 
TWELFTH PRESIDENT OF INSTITUTE 


When I think of the Fifteenth An- 
niversary of the Controllers Institute 
which we are soon to observe, there 
flash immediately across my mind some 
thoughts about the growth of the In- 
stitute, both in size and service, since 
I joined it in 1935. At that time there 
were approximately 600 members and 
the most successful appeal to prospects, 
at least to me, was that the membership 
consisted of Controllers of the leading 
corporations of America and that an 
exchange of opinions and ideas would 
be valuable. Since that time member- 
ship has been increased to 2,863. Con- 
trols have increased from 8 to 36. 

The printed records of the activities 
of The Institute are a fitting tribute not 
only to the early members of the In- 
stitute, and to Arthur R. Tucker, its 
founder, particularly, but to those who 
followed and contributed their best ef- 
forts toward making The Institute a 
success, culminating in the creation of 
the Controllership Foundation as a ve- 
hicle to carry out projects over and be- 
yond the means of The Institute to do. 
In looking over the past history of The 


Institute there is no doubt in my mind 
that its phenomenal growth has been 
due to the splendid service rendered to 
controllers. 

The first thing which impresses any- 
one is the almost unlimited amount of 
information supplied to controllers 





JOHN C. NAYLOR 


The Controller, September, 1946 


with respect to tax laws, Security and 
Exchange Commission rulings, inter. 
pretations and attitudes, as well as in. 
formation with respect to other gov. 
ernmental activities. 

Aside from help rendered with te. 
spect to contacts with governmental 
bureaus the principle of accurate and 
full disclosure was nursed along from 
a rather humble beginning to a point 
where not only complete and accurate 
information is given, but it is done in 
a style so attractive, interesting and un- 
derstandable that improvement of rela- 
tionships between company, employee, 
and the public has been very conspicu- 
ous. With the cooperation of the Foun. 
dation and The Institute it seems to me 
that we are well on our way toward an 
improved relationship between the var- 
ious segments which make up our coun- 
try’s economy. 

I have long been known as an advo- 
cate of membership in The Institute by 
assistant controllers, either in name or 
in point of actual duty. It seems to me 
that equally important with providing 
useful and up-to-the-minute material to 
present controllers is the job of train- 
ing young controllers who can carry on 
the work which has developed so 
quickly and extensively in Controllers’ 
Departments generally. 

At a time when the whole world is 
in such utter confusion I would not 
dwell too long on the growth of The 
Institute, either in members, or in serv- 
ice rendered its members. Rather would 
I like to impress upon every controller 
the present challenge to his ability, 
courage and self-sacrifice. 

Some time ago I wrote in THE Con- 
TROLLER: ‘The challenge to us as con- 
trollers, at this time, is too great for us 
to dismiss lightly. Never before in the 
history of our civilization has there 
been such a need for the services of 
controllers, and out of this postwar pe- 
riod controllers should emerge as a very 
important part of the financial business 
management of the country. 

‘Management has found that with- 
out the necessary facts and figures it is 
a creature of helplessness, floundering 
upon the rocks and shoals of economic 
difficulties. With accurate facts and fig- 
ures, management is well fortified. It 
can predict trends, take advantage of 
favorable factors and avoid many pit 
falls which may be imminent. Not only 
is management assisted in the formula- 
tion of its own plans, but it is placed in 
better position to orient itself with re 
spect to its stockholders, the public and 
the government.” 
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A COMPLICATED CIVILIZATION 


Ours is a complicated civilization at 
this time and restrictions of all kinds 
prevail. We have laws with respect to 
the employment and treatment of our 
personnel. We have laws with respect 
to the quality which must be maintained 
in our products. We have laws with re- 
spect to monopolistic prices. In the 
realm of government we have the same 
restrictions. During the war period we 
more or less willingly yielded to nu- 
merous controls which were considered 
necessary for the successful prosecution 
of the war. Many seemed somewhat un- 
satisfactory, and others almost unneces- 
sary, but the nation as a whole yielded 
gladly and willingly. 

The pressing problem at this time is 
how to eliminate the unnecessary con- 
trols and use the remaining ones to ac- 
complish the most good for the largest 
number of people, and to make certain 
that bureaucrats do not run away with 
our business and financial system. Much 
grief could have been spared if our laws 
and regulations had been adjusted 
sooner and amended to provide for the 
postwar period. These problems consti- 
tute the challenge. 

How can we as controllers best an- 
swert this challenge? How can we best 
accomplish some of the results desired? 
Here are a few humble thoughts which 
have occurred to me: 


1. Select the best tools, i.e., improve 
accounting techniques and concepts. 
2. Educate controllers, both present 
and prospective, along broad lines. 
3. Encourage business statesmanship. 
4. Develop a greater pride in the pro- 
fessional aspect of our work. 


I shall discuss these thoughts in the 
order named. 

The preparation of accurate and in- 
formative reports and statements in the 
postwar period for management, stock- 
holders, employees, and the public, will 
constitute one of our greatest chal- 
lenges. A natural diversity of business 
practices and difference of viewpoint 
between accounting and legal minds, to- 
gether with the policies of various gov- 
ernmental agencies, sometimes vague 
and undefined, to carry on the necessary 
regulations and controls under our war- 
time economy, have made it necessary 
for controllers to reappraise conven- 
tional accounting practices of the past 
and so amend, improve, or enlarge 
them as to give management the facts 
and figures necessary to meet the chang- 
ng economic and social problems of 


the war and postwar periods. Control- 
lers are urged to continue the search 
for better accounting techniques, to re- 
flect the kaleidoscopic parade of com- 
plex problems which are passing before 
us through the present troublesome pe- 
riod. In no other manner can we make 
certain that we have the best tools for 
our job. 

It is always discouraging to me, and 
I presume to other controllers, to have 
it generally believed that accounting 
statements are only a matter of mathe- 
matics. If this were true, we would not 
need controllers, and public account- 
ants, but could relegate the work to 
bookkeepers and accounting machines. 
All statistics and statements are more or 
less relative, and it is just as important 
to have the correct orientations and im- 
plications of statements as it is to have 
the right figures of the moment. The 
mere fact that the figures are appar- 
ently accurate does not mean that the 
statements will not be misleading nor 
that adequate information will be given 
to appraise a particular situation. For 
many years the Securities and Exchange 
Commission has emphasized the impor- 
tance of a complete disclosure of the 
whole transaction as contrasted with a 
presentation of only a part of the trans- 
action, even though entirely accurate. 

Much has been written in recent 
years about the viewpoint which con- 
siders accounting as only a matter of 
conventions. All accounting techniques 
are now in a state of flux, and the mere 
fact that we are striving to record pres- 
ent transactions more accurately and 
completely is sufficient proof that these 
conventions vary from time to time and 
represent only our best thoughts at the 
moment. These conventions must change 
in order to serve a purpose and we 
must never lose sight of the fact that if 
the statements and figures prepared by 
us do not serve a purpose, they are 
merely a waste of energy and time and 
have no place in modern business. 

I have no quarrel with those who are 
trying to formulate standards to cover 
as wide a range of accounting tech- 
niques as possible. As a matter of fact, 
I am entirely in accord with their ef- 





This article by Mr. Naylor speaks for it- | 
| self. It demonstrates his vision, and his | 
| grasp of the problems which we are facing. 
Mr. Naylor’s administration was marked by 
the addition of nine. new Controls to The 
Institute’s family. He visited them all, both 
| old and new, thirty-six in number, which 
involved thousands of miles of travel. 

—THE EDITOR. 
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forts but such standards must always 
be limited to specific situations, or at 
least analagous situations, and then as 
time passes and conditions change, re- 
visions must be made to meet the new 
situations. Medicine, an exact science in 
the true sense of the word, must change 
its beliefs and concepts and has done 
so, else it would not have made the 
progress it has. Accounting is not an 
exact science such as medicine, but if 
we promote full and free discussions of 
problems and situations, I am sure that 
many standards can be adopted which 
will be capable of wide application. The 
point I am making is that we must 
adopt these standards with an open mind 
and stand ready and willing to change 
them when the weight of circumstances 
and changed conditions demand it. 

In no other manner can we make 
certain that we have the best tools for 
our job. To these mechanical aids must, 
of course, be added honesty of purpose 
and a desire for completeness of dis- 
closure. Through the period of the war 
effort management reached a pinnacle 
of popularity and it now has a splendid 
opportunity to furnish leadership and 
serve the community as well as our- 
selves and our companies. I am certain 
that controllers will do their share to- 
ward supplying the light to illuminate 
the path which management will take. 

Not only should general accounting 
technique be perfected for the prepa- 
ration of financial statements, but cost 
accounting generally should be reju- 
venated. It was formerly a very simple 
matter to compile the direct material 
costs for any item, and then in a fairly 
accurate way distribute the overhead ex- 
penses. Many complications, however, 
have resulted from the vast production 
built up during the war period. Many 
concerns have thousands of standard 
costs which need to be adjusted, both 
on account of the changed labor situa- 
tion and changes in processes and 
equipment used. On one side of the 
street is a former first-class plant, now 
made obsolete by new equipment in- 
stalled elsewhere during the war. On 
the other side is a plant representing 
the last word in modern equipment. 
Each of the plants may be operated at 
varying capacities. One may be used 
and the other discarded. The problem 
for controllers to work out is the par- 
ticular cost principles which should be 
applied in the preparation of statements 
if management is to be expected to 
make intelligent use of statements. 

The whole question of labor prob- 
lems is replete with timely and interest- 
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ing problems for the controller. How 
many controllers have any dependable 
information upon the cost of hiring 
employees? ; the cost of high turnover? ; 
the cost of educational programs? How 
much data is there upon what consti- 
tutes a good day’s work?; what effect 
upon production results from long pe- 
riods of overtime, and the like? These 
are not new problems, but they have 
had an increased emphasis placed upon 
them. They will need to be solved if 
the cost statements are to serve the 
most useful purpose. 

It was not just coincidence that the 
great strides made in the improvement 
and simplifications of production meth- 
ods came simultaneously with the ad- 
vancement in accounting techniques for 
the cost and classification of manufac- 
turing expense. Controllers and account- 
ants, except in isolated instances, did 
not design machines nor install mod- 
ern manufacturing processes, but their 
statements of costs under different op- 
erating conditions often determined 
which processes were selected by man- 
agement, and which ones were dis- 
carded. I feel quite sure that we can 
provide the same useful information 
with respect to present cost problems 
as we have with respect to those in the 
past. 


EDUCATE CONTROLLERS ALONG 
BROADER LINES 


After the proper accounting tools 
have been chosen, it is my hope that 
the education and training of every con- 
troller will include a better understand- 
ing of broad economic principles. As 
the business world becomes more com- 
plex and our activities more compli- 
cated, it becomes more desirable for 
everyone to understand the economic 
principles which govern our land. Eco- 
nomics, as taught in the past, has been 
more or less restricted to principles 
which benefit the individual and allow 
him to progress for himself with no 
regard for the effect of his action upon 
society in general. Our instinctive self- 
ishness cannot be eliminated, but it 
must give way to an enlightened self- 
ishness. The time is past when one can 
further his own interests without re- 
gard for the effect his action will have 
on the whole economy. A better under- 
standing of such basic things will help 
give one the right viewpoint and will 
increase his efficiency. 


ENCOURAGE BETTER STATESMANSHIP 


This broader understanding will do 
more than promote the interests of the 


individual and his company. In a world 
whose action baffles all thoughtful peo- 
ple, the question arises as to why we 
cannot develop better citizens. Trans- 
portation and modern inventions have 
reduced the effectvie size of the world 
and we now have more contacts with 
more people. Some of these contacts 
may prove troublesome and irritating, 
but we cannot dodge them. The more 
a controller increases his understanding 
of the important factors in our econ- 
omy—and understands such things as 
taxes, necessary services by government, 
the impact of the cost of these services 
by government, and the impact of the 
cost of these services upon different 
classes of people—the more useful cit- 
izen he becomes. There is a tremendous 
number of votes cast by the rank and 
file workers of our business economy, 
and if management will promote the 
education of the masses along these 
broad lines and instill civic pride in its 
employees, their votes on matters affect- 
ing company policies will be more in- 
telligent. 


HELP SELL YOUR COMPANY 


Another very useful thing you can do 
for your company is to assist in what 
might be called the personnel work. 
There is no one in better position to 
sell one’s company to its employees 
than the controller. He knows the soul, 
the aims, and the ambitions of the man- 
agement of his company, and knows 
that they are essentially honest and are 
rendering a service to their community. 
The masses generally however do not 
understand this and are inclined at 
times not to trust business. Even our 
own employees are not always entirely 
loyal and management must realize the 
necessity of “‘selling’” them on the aims 
and policies of the company; not by 
flashy advertising, but by deeds. 

We must show wisdom in such things 
as hiring, paying, advancing, and giv- 
ing employees good treatment. Wage 
policies, insurance plans, benefits, and 
such are going to be given great con- 
sideration in the future by employees, 
and our future handling of these things 
will go a long way toward persuading 
our own employees that business can be 
run for the best interests of society and 
not for the benefit of a small, select 


group. 
PRIDE IN OuR WorK 


My final suggestion is with respect 
to what, for lack of a better term, I 
might call our professional pride. It is 
incumbent upon us to determine whether 


The Controller, September, 1946 


accountancy through our hands shall be 
a useful tool or a dangerous weapon, 
Much has been written recently about 
the possibilities of accountancy as a use. 
ful tool in helping management, but 
little has been said of the danger which 
lurks in the power which accountancy 
now wields and which it will wield in 
the future. 


ACCOUNTING Is A SOCIAL ForcE 


Much has also been written about the 
potent social force which accounting 
has become in the interpretation, direc. 
tion and control of our ever-changing 
national economy. As more and more 
control and supervision over economic 
activities have been exercised by the 
government, it is apparent that account- 
ing is an important instrument of regu- 
lation. Little has been said, however, as 
to the dangerous weapon which it may 
become if this control is not guided 
properly. 

I believe I can best indicate my pur- 
pose in this article by making use of a 
very familiar illustration. When the air- 
plane was invented it was heralded as 
one of the great inventions of all times. 
Time and distance were to be annihi- 
lated and the laws of gravity defied in 
the rapid transportation of men and 
materials. Tremendous benefits were to 
flow from this invention. The war has 
shown, however, that as an instrument 
of destruction, it stands ready to de- 
stroy civilization itself. Looking for- 
ward, we can see that the nations of 
the world hold in their hands scientific 
force capable of blowing all civilization 
to bits. If we are to survive, our moral 
sense must keep pace with the enor- 
mous growth of physical prowess, and 
our physical power must be properly 
guided. 

So it is with the possibilities of ac- 
counting and the dangers which may 
arise from it. We have the power of 
regulation and control, but we must 
muster all the ability and good judg- 
ment we have if we are to guide this 
power wisely and see that it does not 
become a dangerous weapon and strike 
at the very heart of our business struc- 
ture. 

The possibilities of accountancy in 
serving as a guide for management, f¢- 
vealing losses before they become sefi- 
ous, establishing production costs within 
the limitations of any particular plant, 
and the determination of marketing and 
financial policies, are only a few of the 
many advantages which are known to 
all of us. 

We often boast of the valuable in- 
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formation given management with re- 
spect to cost data and its importance in 
determining sales policies, budget data 
and its financial and overall importance. 
Have we ever thought how dangerous 
it is if we do not have correct informa- 
tion? Do we realize what a dangerous 
weapon we have in this information if 
the figures are not right, “due to our 
failure properly to handle the new sit- 
uations which will arise during the 
postwar period? The products selected 
for manufacture by companies and the 
price structure set by them may deter- 
mine the nature of future competition 
and whether a particular company will 
survive or fall. The working capital 
provided will also have an important 
bearing upon the success or failure of 
the company. 


LIMITATIONS 


Even when properly used accountancy 
will have its limitations. Changing con- 
cepts from time to time make it urgent 
that we make certain at all times that 
we have the best answer for the par- 
ticular problem of the moment. New 
situations are constantly arising and new 
techniques must be worked out to solve 
them. Social values are becoming more 
and more interwoven with accounting 
and legal concepts, and it is more and 
more necessary to make certain that 
events and transactions are recorded in 
such a way as not only to serve business 
management but best inure to the pub- 
lic good. 

When improperly used, accountancy 
may become such a dangerous weapon 
as to rock the foundation of our busi- 
ness structure. This may come either 
from negligence in failing to keep 
abreast of the times and its changing 


economic and political conditions, or 
from a desire to use accountancy to 
further some social philosophy in an 
indirect way which it is not legal or 
practical to do directly. 


THE CHALLENGE 


To come back to our airplane illus- 
tration, let us realize the powerful in- 
fluence which accountancy has favor- 
ably wielded in the determination of 
standards both for business manage- 
ment and the public good, but let us 
not allow it to become a weapon of de- 
struction and tear down the good 
things which have been built up in the 
crucible of experience. Let us rather 
make use of it to reveal facts and fig- 
ures which are necessary to guide man- 
agement and be brought in as a weapon 
only when necessary to confine opera- 
tions within the limits dictated by good 
financial principles and by the public 
good. 

By way of summary, the present sit- 
uation looks very difficult and will in- 
volve many financial and social prob- 
lems, but if we, through our Institute, 
can develop present controllers and 
train new ones not only in technical 
ways but along broader social and eco- 
nomic lines, and instill in each one a 
deeper sense of moral values and a 
larger pride in his calling, the future of 
The Institute seems assured and a great 
contribution can be made toward solv- 
ing the great problems which surround 
us and sometimes threaten to engulf us. 

Much of this article is commonplace 
and has been oft repeated, but as the 
great Oliver Wendell Holmes once 
said, ‘“‘We need education in the obvi- 
ous more than investigation in the ob- 
scure.” 


Service to Members Emphasized as Principal 


Activity of Institute 
By E. E. McCONNELL 


Controller, Norton Company, Worcester, Massachusetts 


FOURTEENTH PRESIDENT OF INSTITUTE 


The Controllers Institute of America 
is a strong, healthy organization with 
fifteen years of background. It has 
gtown on a solid foundation through 
the efforts of Mr. Arthur R. Tucker, 
Managing Director, and the many offi- 
cers and members who have devoted a 
large amount of time to this work. 


The committees have served faith- 
fully for the benefit of the members. 
We must continue along the path of 
service. The National Committee on 
Admissions and the Membership and 
Admissions Committees of the local 
Controls have performed a noteworthy 
service in the selection of members. We 
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must continue the high plane estab- 
lished during the past fifteen years and 
select our memberships on the basis as 
provided by the Committtee on Eligi- 
bility Standards. 

We must expand our service to the 
members, both through our National 
Headquarters and Local Controls. In 
order to accomplish this goal, the mem- 
bers must volunteer their services. We 
cannot expand, under our present fi- 
nancial condition, by additions to our 
National Headquarters staff. If every 
member will carry his part of the load, 
we can increase the effectiveness of The 
Institute and aid our membership dur- 
ing these chaotic times. 

The future of The Controllers Insti- 
tute is assured. We have a very good 
reputation in Washington and in the 
industrial life of the country. This rep- 
utation has been established by the ex- 
cellent work of our members in making 
constructive suggestions. We must main- 
tain that reputation. 





When Mr. McConnell came into office he 
faced many difficult problems, presented by 
the cessation of hostilities and by the de- 
sire of members to plan future additional 
expansion of The Institute’s program, which 
it was felt would make The Institute of 
greater usefulness in the postwar period. 
He initiated a survey of The Institute’s re- 
sources, the uses which may be made of 
them, and of the possibilities of closer co- 
ordination of the work of the Controls 
with that of the national office, a work 
which is still in progress. His contributions 
to the work of The Institute have been con- 
structive. 


—THE EDITOR. 
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Controller May Help Preserve Free 
Enterprise System 
By JOHN H. MACDONALD 


Vice President, National Broadcasting Company 
NOMINEE FOR PRESIDENT OF INSTITUTE, 1946-1947 


My first reaction to Arthur R. Tuck- 
er’s invitation to join The Controllers 
Institute in March, 1932, was a combi- 
nation of hope and skepticism—hope 
that the high objectives would be at- 
tained, skepticism at the ability of so 
few to do so much. Like a number of 
others who were asked to become mem- 
bers, however, I felt that the need for 
an organization of controllers was so 
pressing as to fully justify the modest 
financial risk involved. 

Today, as we look back over fifteen 
years of consistent, sound growth, there 
is no longer any possible question of 
success. This does not mean, however, 
that the Institute has attained by any 
means all of its original objectives and 
that it can “coast” from now on. Indeed, 
today the Institute is faced with more 
problems—and opportunities—than at 
any time in its existence. 

At no time since the formation of The 
Institute has private enterprise had as 
great an opportunity to show the 
American people—and indeed those of 
the whole world—what it can do. The 
man with broad vision—one who sees in 
controllership an opportunity to play a 
vital and constructive part in proving 
the soundness of the capitalistic system 
—can contribute greatly to the thinking 
of his company in this field. Top man- 
agement cannot begin to make its maxi- 
mum contribution to the free enterprise 





JOHN H. MacDONALD 
Nominated for Presidency of Controllers 
Institute of America, 1946-1947 


system unless it is properly and fully ad- 
vised by its controller in such all-impor- 
tant economic fields as prices, costs and 
profits. The man who neglects these 
fundamentals and devotes himself ex- 
clusively to the technicalities of account- 
ing and its related routines and proce- 
dures—important though these are—is 
falling far short of attaining real con- 
trollership stature. 

A similar opportunity awaits the con- 
troller in the field of personnel and in- 
dustrial relations. In fact, management 
already has recognized this situation in 
many cases by making the controller re- 
sponsible for labor relations. Such mat- 
ters as job analysis, salary classification, 
job standards, wage rates and incentive 
compensation plans are naturals for the 
fact finding, analytical and interpretive 
point of view which is the mark of all 
good controllers. Certainly it is true that 
today, as never before, management 
needs sound guidance and a constructive 
approach to the all-important labor 

roblem. 

A third field of major importance to 
the future of controllership and to the 
private enterprise system concerns the 
education of stockholders and em- 
ployees in reading, understanding and 
accepting published financial _ state- 
ments. The Controllership Foundation 
recently has taken an important and 
constructive step in this direction 
through its selection of this subject as its 
first project. No amount of analysis and 
explanation of financial statements 1s 
worth the paper on which they are 
printed unless they are understood and 
accepted by those for whom they are 
written. Today progressive-minded busi- 
ness men everywhere are pointing out as 
never before the necessity of good pub- 
lic relations, both for individual com- 
panies and for business as a whole. 
Nothing can contribute more concretely 
and quickly to good public relations 
than an intelligently prepared financial 
statement—and surely no one should be 
better qualified than the controller to do 
the job. 

One could continue almost indefi- 
nitely to enumerate subjects which com- 
prise today’s budget of opportunities 
and problems for controllers. No mat- 
ter how long the list, however, it would 
merely serve to emphasize further the 
obvious point that there is much to be 
done ae that the controller's job, and 
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hence that of The Institute, is what 
he makes it. Now that The Institute has 
successfully survived the growing pains 
of childhood and early adolescence, let 
us all help it to achieve the full stature 
which is its birthright. 





JOHN F. KENNA 
One Thousandth Member of Institute 


It was in April, 1938, a little more 
than seven years after its formation, that 
The Institute’s membership reached 
1,000. That number was conferred on 
Mr. John F. Kenna, of Chicago. Mr. 
Kenna was elected to membership on 
April 25, 1938. 

Mr. Broadwater, below, became the 
2,000th member of The Institute five years 
later. 





J. A. B. BROADWATER 
Two Thousandth Member of Institute 
Elected June 25, 1943 
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Flowers to the Living 


When taking stock of the past useful- 
ness and future prospects of the Control- 
lers Institute of America the story would 
be incomplete without specific recogni- 
tion of Arthur R. Tucker, its founder and 
its directing force during its eventful life 
of fifteen years. I welcome the oppor- 
tunity to salute Mr. Tucker, and to por- 
tray briefly his personality to the hun- 
dreds of members who cannot have the 
pleasure of knowing him as I have. He 
would wish to be acquainted intimately 
with each member, but the 2,900 mem- 
bers to which The Institute has grown 
under his expert guidance are too many 
and too widely distributed. 

Difficulties and crises in the affairs of 
men give rise to leaders with vision of 
the future and stamina to overcome the 

roblems of the present. So it was in the 
field of controllership. In the fall of 1931, 
our economic life was at a low ebb; con- 
trollers were leaderless and had hardly 
begun to visualize their place in the eco- 
nomic life of our nation. One person, 
the subject of our eulogy, saw the need 
and made of adversity the opportunity to 
give purpose and direction to controller- 
ship. His qualities of leadership were 
demonstrated by the persistence, at con- 
siderable personal sacrifice and effort, 
with which he pursued his objectives, and 
the care with which he chose the men 
who worked with him in the critical 
months when the policies which deter- 
mined the future of the struggling or- 
ganization were established. 

It was my good fortune to be in a posi- 
tion to know of the steps that Mr. Tucker 
was taking and to confer with him on 
several occasions during that trying pe- 
tiod. 1 know something of the difficulties 
he overcame and of the temptations to 
sacrifice principles to temporary expedi- 
ents. Lesser men would have compro- 
mised, and lost some of the greatness 
which now attaches to The Institute. 

To be sure there were other pioneers 
who worked with him, and hundreds 
have since contributed to the success of 
our Organization. The sureness with which 
he has chosen the right men for the jobs 
to be done is a true measure of our man- 
aging director's administrative ability and 
fitness for the role he has played. In no 
other way could The Institute have flour- 
ished and merited the high recognition 
given to it by leaders in industry and gov- 
ernment. 

So much for the subject’s abilities as 
a leader, organizer and administrator. 
The evidence of these qualities is appar- 
ent to all in the day to 5 affairs of The 
Institute, and in the successful conduct 
of committee meetings, regional confer- 
ences and annual conventions—conven- 


ARTHUR R. TUCKER 
Founder and Managing Director 


tions which, again and again, men who 
attend many similar affairs of professional 
and business organizations describe as the 
most productive and best conducted of 
them all. A few words of biography will 
help to understand why The Institute has 
the right man as its managing director. 

Mr. Tucker is a native of Pennsylvania. 
His birth place was Bradford, in the oil 
country. He had his schooling in Roch- 
ester, New York, where he won a schol- 
arship in the University of Rochester. He 
brought to the task’ of organizing The In- 
stitute, training and experience which 
fitted him admirably for the undertaking. 
He had spent many years in newspaper 
work, including eighteen months as a 
Washington correspondent for Rochester 
newspapers. His native ability to write, 
which was developed during these years, 
has meant much to The Institute. He set 
the pace for THE CONTROLLER, the 
worth of which is attested by its circula- 
tion of 2,000 copies outside the member- 
ship. He had spent eight years in asso- 
ciation work, as a Chamber of Commerce 
secretary, and as a secretary of a trade as- 
sociation. He had worked in the field of 
public accounting (but not as an account- 
ant) as assistant secretary of the Ameri- 
can Institute of Accountants and as man- 
aging editor of “The American Account- 
ant’’ over a period of eight years, and 
thus came to the high point of his career 
with an equipment which included train- 
ing in writing, in association work, a 
working knowledge of accounting, and 
experience in public speaking, a back- 
ground which equipped him well for the 
task which he undertook. 





Then add to the above some of his 
outstanding personal characteristics. ‘‘Art”’ 
is a human sort of person, always cheer- 
ful and with a word of praise or en- 
couragement for the other fellow. An in- 
curable optimism and enthusiasm has 
been a big factor in overcoming obstacles, 
and a source of encouragement to his as- 
sociates. 

The Controllers Institute is a fitting 
monument to the vision and efforts of its 
founder. Although it has yet to realize 
its full potentiality, its formation is con- 
sidered an important event in the eco- 
nomic affairs of the nation. Controller- 
ship has served well during the depres- 
sion and the war, and is recognized by 
business and government as an economic 
factor of major importance. Its future is 
in capable hands. 

Congratulations, then, to Mr. Tucker 
for his foresight and for his ability to 
weld into a working organization the 
thousands of controllers in this country, 
and to hold them together to carry on this 
very necessary work. Congratulations to 
The Institute for having such a capable, 
inspiring, leader. May he be with us for 
many years. 


GLENN P. SMITH 


Author of this Tribute to the Institute’s 
Founder 





Mr. Smith was one of the earliest controllers to 
apply for membership in The Institute. He was Num- 
ber 10, and thus became one of the founder-mem- 
bers. He ranks now as Number 4 in the list of mem- 
bers. 

When Mr. Smith applied for membership, he was 
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e 
connected with American Airways, Inc., Universal 
Division, Lambert Field, St. Louis, as division con- 
troller. It was he who suggested Mr. Frank J. Carr, 
both as a member and as the first president of The 
Institute. His voice helped to induce Mr. Carr to 
accept the presidency. 


Mr. Smith later served the Tennessee Valley Au- 
thority in its finance division at Knoxville and at 
Chattanooga; also the United Hosiery Mills Cor- 
poration at Knoxville, and is now with the Corpora- 
tion Audit Division of the General Accounting Of- 
fice at Washington, D. C. as assistant director. 


Brewer’s Masterful Handling of Institute’s 
Finances Preserved Organization 


By FRANK J. CARR 
FIRST PRESIDENT OF INSTITUTE 


A membership organization which is 
primarily dependent upon dues for its 
very existence is often faced with finan- 
cial problems because the members fre- 
quently want the association to under- 
take programs of work which are beyond 
its resources. That has been the situation 
with respect to the Controllers Institute 
of America ever since it was formed, 
late in 1931. 





O. W. BREWER 
Treasurer 

From the beginning, it has been the 
good fortune of The Institute to have as 
Treasurer a man who understands the 
financial problems of such organizations 
and one who was willing to contribute 
liberally from his experience to bring 
about their solution. Mr. O. W. Brewer 
joined the headquarters staff of the 
American Gas Association in April, 
1921. Prior to this, he had been engaged 
in public and private accounting, and 
was for several years connected with the 
Public Service Electric and Gas Company 
of New Jersey. He is a member of the 
Accountants Club of America, the New 
York Society of Accountants, and the 
National Association of Cost Account- 
ants. As controller of his Association, he 





was the fourteenth man to affiliate with 
The Controllers Institute. 

On December 29, 1931, at the first 
election of officers of The Institute, Mr. 
Brewer was asked if he would accept the 
treasureship. He replied that he already 
was Treasurer of several organizations 
and added: “I might as well take on one 
more.” 

Little did he realize the problems 
which he was undertaking. For two 
years The Institute had only a skeleton 
membership. Revenue from dues was 
pitifully small. A great deal of maneu- 
vering was necessary to meet the bare 
expenses, which were necessarily held to 
a minimum by the struggling organiza- 
tion. It was here that Mr. Brewer's ex- 
perience proved its worth. With confi- 
dence in the future of the organization, 
he put into operation plans which car- 
ried The Institute safely through this 
difficult period. He personally advanced 
funds and persuaded others to do so. 
He made it possible for The Institute to 
publish its first Year Book in 1932. 

Thanks to his skill and to his careful 
handling of finances, The Institute 
gradually got on its feet as the member- 
ship increased. Later, the funds which 
had been advanced by various officers, 
directors, and others, in the early years, 
were refunded in full. 

A grateful membership has re-elected 
Mr. Brewer Treasurer, year after year. 
Apparently he has a life job, or at least 
one for as many years as he is willing to 
carry these responsibilities. 

No review of The Institute’s history 
and progress would be complete with- 
out a tribute to Mr. Brewer and to the 
contributions which he has made to its 
success. His handling of the financial 
problems of the organization has been 
masterful. In the initial years he guided 
The Institute through its struggles, and 
as more funds became available in suc- 
ceeding years he held a restraining hand 
against temptations to splurge and to 
undertake operations which were be- 
yond the means of the organization. 
With sound judgment and a calm spirit 
he has made a major contribution to the 
success of The Institute. 
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Steady Growth of 
Membership 


By HARVEY M. KELLEY 
Membership Secretary 


There was a sudden upsurge in the 
number of members of The Institute 
during the war, as the table printed 
here indicates. The average rate of net 
growth yearly is 191, over the fifteen 
years of The Institute’s existence, a con- 
servative showing which reflects careful 
adherence to high eligibility standards, 
This policy has made of The Institute an 
exclusive organization of high grade, 
with strong appeal to men in the field of 
controllership and finance. 

Credit is due to the Admissions Com- 
mittees, the national committee and those 
of the Controls, for the work which they 
have done in upholding the high stand- 
ards of eligibility. 





Number of Members of 
Institute, Year by Year 
August 31,1932 — 132 
| August 31, 1933 — 189 
| August 31,1934 — 322 
| August 31,1935 — 461 
August 31,1936 — 666 
August 31,1937. — 870 
August 31,1938 — _ 1,071 
August 31,1939 — _ 1,236 
August 31,1940 — 1,400 
| August 31,1941 — _ 1,585 
| August 31,1942 — _ 1,803 
| August 31, 1943 — 2,071 
August 31,1944 — _ 2,456 
August 31,1945 — 2,725 
July 31, 1946 — 2,863 














FEnovo by Bachrach 


E. B. NUTT 


To Preside at Fifteenth Anniversary 
Dinner, September 15. 
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Present Rankings of Fifty Earliest 


Members of Institute 


HE YEARS have dealt harshly with the early members of The Controllers Institute of America, 
many of whom have passed away, or removed to other fields. 
Of the first 50 men who applied for membership, only 18 are on the membership roll. Of the first 


100, only 37 are now members. 


The subjoined listing of fifty of the early members shows that 91 of the earlier applicants are no 


longer on the roll. 


The numbers preceding the names indicate the present ranking of the members on the basis of 
length of membership; the numbers following the names are those assigned when they applied for 


membership. The list: 


1. Albert V. Bristol (2) 
American Hard Rubber Company, New York City 
2. Herbert J. Noble 
Taylor Instrument Companies, Rochester 
3. H. Oscar Donner (9) 
New York City 
4, Glenn P. Smith (10) 
General Accounting Office, Corporation Audits Division, 
Washington, D. C. 


5. O. W. Brewer (14) 
American Gas Association, New York City 
6. Edwin F. Chinlund (19) 


R. H. Macy & Company, Inc., New York City 
7. Carl W. Strand (22) 
Littleton, Massachusetts 


8. Rodney S. Durkee (26) 
Lane-Wells Company, Los Angeles 
9, Frank J. Carr (29) 
Mallinckrodt Chemical Works, St. Louis 
10. Edward E. Williams (30) 
American Optical Company, Southbridge, Massachusetts 
11. Adolph Kalin (32) 
Hooper-Holmes Bureau, Inc., New York City 
12. H. A. Merkel (33) 
Bloomfield, New Jersey 
13. Philip Klupt (34) 


Fairchild Publications, New York City 
14. Wilfred C. Sigerson (41) 
Larchmont Manor, New York 
15. F. M. Shadley 
Quaker Rubber Corporation, Philadelphia 
16. Roger G. Dittig (44) 
New York City 


(42) 


17. William F. Sigg (47) 
Hollis, New York 
18. Daniel J. Hennessy (50) 


Jamaica Water Supply Company, Jamaica, L. I., New York 
19. Eugene T. Singer (51) 
Standard-Vacuum Oil Company, New York City 
20. J. Holloway Tarry (52) 
Empire State, Inc., New York City 
21. J. H. MacDonald (56) 
National Broadcasting Company, Inc., New York City 


22. Franklin D. Colburn (58) 
American Bridge Company, Pittsburgh 
23. George C. Claghorn (59) 
Audit Company of America, New York City 
24. Robert E. Frederickson (63) 
Rochester, New York 
25. H. H. Weinstock (70) 


The New York Times, New York City 





26. J. Calvin Shumberger (72) 
Call-Chronicle Publishing Company, Allentown, 
Pennsylvania 
27. Arthur E. Davis (75) 
The Royal Typewriter Company, Inc., New York City 
28. Harold M. Lawson (76) 
Salada Tea Company, Inc., Boston 
29. Arthur E. Hall (82) 
The Chicago Daily News, Chicago 

0. J. S. Snelham (83) 


The Continental Can Company, Inc., New York City 
(84 


31. H. Edwin Olson 
Columbia Gas & Electric Corporation, New York City 
32. Francis B. Flahive (88) 
Columbia Gas & Electric Corporation, New York City 
33. R. C. Gaugler (89) 
American Cyanamid Company, New York City 
34. Robert R. Pattillo (90) 
Retail Credit Company, Inc., Atlanta, Georgia 
35. E. F. C. Parker (94) 
General Baking Company, New York City 
36. Daniel A. Beaton (97) 


aT. 
38. 
am 
40. 


East Lynn, Massachusetts 
Robert Meyer (98) 
Measurements Corporation, Boonton, New Jersey 
George H. Richards (103) 
Celanese Corporation of America, New York City 
Russell M. Riggins (107) 
Parke, Davis & Company, Detroit 


Daniel H. Bender (108) 


Associated Bankers Title and Mortgage Guaranty Company, 


41. 
42. 
43. 
44. 
45. 
46. 
47. 
48. 
49. 
50. 


August 2, 1946 


East Orange, New Jersey 


Arthur J. Sittig (110) 
Columbian Carbon Company, New York City 
Philip I. Carthage (111) 
Brooklyn, New York 
Howard E. Stern (116) 


Shaw Insulator Company, Irvington, New Jersey 
William R. Doremus (118) 
Ingersoll-Rand Company, New York City 


James E. Prescott (121) 
Paterson, New Jersey 

George D. Smith (124) 
United Parcel Service, New York City 

Samuel Kerr (132) 

D. L. & W. Coal Company, New York City 
J. Harold Smith (134) 
Houston, Texas 

Byron C. Willcox (135) 
The Grolier Society, New York City 

Henry F. Storck (141) 


Ford, Bacon & Davis, Inc., New York City 
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Five Years of Contributions to Conduct 








of American Business 


Record of Controllers Institute in Recent Span Covers 


War Time Service 


OUNDING ouT fifteen years of service to American business and to the Government, this 
R presentation of the principal activities in which the Controllers Institute of America 
has been engaged covers the third five-year period of the organization’s existence. Other sim- 
ilar summaries were published at the close of the fifth and tenth years. 


Some day a complete history of The Institute’s birth, progress, and activities may be in 
order. 







Here are the more conspicuous accomplishments of the past five years: 





Major Actions 









Reported to Treasury Department that details of cur- 
rent tax payment program, as recommended by The Insti- 
tute, could be handled successfully by employers. 


Formed the Controllership Foundation. 





Helped organize and finance Advisory Committee to 
curb and control government questionnaires. 






Protested against harsh proxy solicitation forms pro- 
Cooperated with government in carrying out war pro- posed by Securities and Exchange Commission. 
duction program and its underlying controls. 






Set up a constructive program in the education field. 





Pointed out to controllers what their postwar problems Interpreted promptly for members numerous complicated 
would be, and made suggestions as to how to prepare to regulations issued by governmental commissions and de- 










meet them. partments. 

Aided the Treasury Department, in response to a spe- Clarified renegotiation procedures, accounting for post- 
cific call for assistance, in working out details of the war adjustment reserves, details of wage and salary limi- 
withholding tax plan, to simplify procedure. tations and stabilization, application of Victory Tax, pro- 

=. visions for obtaining “V” loans, taxes on transportation 

Made specific r ecommendations as to form and extent costs, consumers’ inventory limitation order, and cancella- 
of war time federal taxation. tion or modification of war contracts. 

Played a conspicuous part in setting up the procedure Enlarged the number of its branch organizations, the 





for prompt termination of war contracts. Controls, from 24 to 36. 
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Impartial Suggestions 


on Profit Sharing 


and Pension Trusts 


Thirty years’ successful experience aid- 
ing corporations in the formulation and 
administration of employees’ retirement 
plans. Our views on costs, funding, and 


administrative details may be helpful. 


Consultation without Obligation 


Booklets “Simplifying Employee Benefit Plans” 
and “Pension and Profit-Sharing Trusts” 


will be sent on request. 


TRUST DEPARTMENT 


Harris Trust and Savings Bank 


Organized as N. W. Harris & Co. 1882 ¢ Incorporated 1907 
115 West Monroe Street, Chicago 


Member Federal Deposit Insurance Corporation 




















512 


Fifth Ave. at 44th St. 
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The Care of Your Securities 
in New York 


In order to have their securities kept under proper 
safeguards and at the same time available for sale 
or other disposition in New York, many hundreds 
of investors have opened Custody Accounts with 
us. Some of the important advantages are: 


Safekeeping 
The securities placed in custody are held in our vaults, 
“J a» ? “J 4 
segregated as each owner’s property. 


Availability 
The securities are subject to the owner’s orders for sale, 
exchange, or other disposition. This ready availability 
in the New York market means the saving of time, 
trouble, and often money in effecting transactions. 


Service 
We collect income from securities held and principal 


of matured and called investments for the owner’s 
account; on his instructions, as agent, we place orders 
for sales and purchases of securities; we endeavor to 
notify the owner of maturities, redemption calls, and 
rights; and render other services. 
Our booklet, The Care of Your Securities, giving 
details of this service, and schedule of moderate 
fees, will be sent on request. 


Guaranty Trust Company 
of New York 


Capital Funds, $317,000,000 
140 Broadway 


New York 18 New York 15 New York 21 
40 Rockefeller Plaza 
New York 20 
LONDON PARIS BRUSSELS 


Madison Ave. at 60th St. 





LONG-RANGE FORECASTS 
(Continued from page 504) 











revise these forecasts as conditions indicate 
this to be advisable.” ‘ 


Electrical Instruments. 


“We are now forecasting fifteen months 
ahead by a running revision, i.e. dropping the 
last month just closed and adding the future 
subsequent month. Thus far this has worked 
out very well and has aided our factory in a 
program for production of saleable items. 

“We hope to extend the long-range forecast 
to two years, but thus far have not considered 
anything as long as a five year period.” 


Hotel and Unimproved Real Estate. 

“The budgets we have made up cover what 
we think will be necessary to carry on for the 
next few years. 


Aircraft. 

“Since 1938, our company has regularly pre. 
pared, upon a quarterly basis, forecasts of 
operations for a two-year period. We feel that 
these forecasts have been of great value to us, 
We would like to cover a longer period, but 
the problems of predicting future sales be- 
yond a two-year period have so far been too 
formidable for us to solve.” 


Textiles. 

_ “We do not attempt long-range forecasting 
with the exception of capital outlay as the 
company is engaged in a rather extensive pro- 
gtam. We find it helpful to lay out our cap- 
ital requirements two years ahead, making fre- 
quent changes as conditions necessitate.” 


Abrasive and Refractory Materials, 

“As yet we have not attempted to develop 
such a program here although our Market Re- 
search Department which prepares sales fore- 
casts has given us tentative forecasts for ap- 
proximately two years in advance. These are 
revised from time to time. Our budgetary 
program is likewise in its infancy. Eventually 
the two will be tied together and we hope 
to be able to develop forecasts at least two 
years in advance.” 


Replies from some of the companies 
preparing forecasts for various pertods: 


Farm Machinery and Equipment. 

“Business today must constantly work on 
forecasts. We make forecasts of sales volume, 
profits, cash balances, receivable balances, in- 
vestments and inventories, and such. These 
forecasts may for a comparatively short 
period such as, one or two quarters, or for a 
eriod of several years. One of the longest 
orecasts we have made is that pertaining to 
our post-war volume of business. The pfi- 
maty purpose of this estimate was to detet- 
mine the productive capacity needed and the 
extent of the plant expansion program requif 
to meet sales demands. In making this fore- 
cast we were concerned not so much with the 
sales possibilities immediately following the 
war, but more particularly with the normal 
postwar possibilities after this “flush” demand 
had been completed.” 


Machine and Foundry. 

“This Company has limited itself to a yeatly 
forecast only, and budget. 

“We are, however, endeavoring to work out 
plans for forecasting that will cover a peti 
of three, four and five years.” 


Chemicals. 
“Tt has been our practice for many yeats 
to prepare, quarterly, a forecast of earnings 


Yin 
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PAYROLL RECORDS 











PAYROLL SHEET 











A Todd Payroll System cuts payroll 
posting time in half. Any clerk can 
post the employee’s statement, the 
payroll sheet and the individual earn- 
ings record all at once. The infor- 
mation that 7 Government Agencies 
require is immediately at hand with- 
out extra work. And when the Wage 
and Hour Inspector calls, payroll 
records are always up-to-date. 

There is no large investment for 
equipment, and Todd Payroll Systems 
save costly overtime. Whether your 


company is large or small, there’s a 
Todd Payroll System to meet your 
individual requirements. It offers 








~ ROCHESTER Qs NEW YORK 
J SALES OFFICES IN PRINCIPAL CITIES 
toisreiBuToRs THROUGHOUT THE WORLD 


| THE TODD CO., INC., Rochester 3,N.Y. | 





eee ae er 


| EARNINGS STATEMENT 


you safety, control, and employee 
satisfaction—over and above 
record-keeping efficiency. The 
coupon below will bring you 
more details. 





CUSTOMER'S COMMENT: 


@ “We have decreased the amount 
of time required to make up our 
payroll approximately 60%, elimi- 
nating a lot of the extra work that 
was necessary under the old proce- 
dure. We feel that we not only have 
saved a great deal of time, but we 
are also saving money...we are able 
to do in one operation and check 
in one operation work that was 
necessary for several people over a 

several day period.” 
Western Door & Plywood Corp. 
Portland, Oregon 











Please give me the facts about Todd Payroll 
Systems that speed quarterly reports, cut i 
payroll posting time, increase accuracy and i 
meet all State and Federal regulations. i 
ee ae eee eee oY I 
i 

Address z nse 
I 
: ae 
ity County State j 
; —— I 
al 



























































and a forecast of cash position for one year jn 
advance. The data is assembled on both a cal. 
endar year and a forecast year basis. For ex. 
ample, at June 30, 1946 we combine six 
months actual with six months forecast to ob. 
tain calendar year 1946—in addition, we have 
full 12 months forecast for period ending June 
30, 1947. 

“From time to time we have had occasion 
to prepare special “long range” forecasts, Ip 
the latter part of 1945 we prepared a forecast 
of earnings and a forecast of cash position for 
the three-year period ending December 31, 
1948. At the present time, we are engaged 
in revising this forecast and projecting the 
figures through 1949. 

“Generally, we have found that our quar- 
terly forecasting experience gained over an ex- 
tended span of years has proven extremely 
helpful in preparation of special “long range” 
forecasts. We are of the opinion that such 
forecasts are quite valuable in determining 
management policies provided, of course, that 
appropriate revisions are made as conditions 
warrant.” 


Meat Packing. 

This company does not make any regular 
use of budgets covering more than one year 
in advance. 

“Occasionally, decisions do have to be made 
where some assumption concerning long-range 
trend of our business has to be made. As for 
example, in connection with capital invest 
ments, when needs of this kind have arisen, 
special studies have been made to serve as a 
basis for such assumptions. 

“I believe there is a danger in making very 
long forecasts in that so many drastic revisions 
are likely to be necessary from time to time 
that confidence in the whole budgeting pro- 
gram on the part of the heads of the business 
may be lessened.” 


Office Machines. 

“We are not making long-range forecasts at 
present but anticipate attempting to do so 
again, perhaps in the year 1947. 

“About six years ago we projected long- 
range sales forecasts based only on our normal 
growth trend and anticipated general business 
conditions, but during the war period our budg- 
ets have been prepared for one year only.” : 


Fertilizer. 

“This is something that we have never at- 
tempted, although we haye for many years 
made forecasts and budgets at the beginning of 
each fiscal year and covering only the year 
about to begin. Without having made a study 
of the problems and advantages involved in 
long-range forecasts, it would appear that they 
would have appreciable value and be prac- 
ticable only in times that show some degree 
of stability.” 


Radios and Refrigerators. 

“We work on an annual forecast, and revise 
this quarterly. Our current plans are to add 
three months to the forecast each time it is fe- 
vised so that at all times we have a forecast 
of 12 months ahead of us, regardless of our 
calendar or fiscal year. 

“It would seem to me far better to prepare 
a forecast that can be relied upon for com- 
mitment purposes 12 months hence, and con: 
fine long-range planning, such as five years to 
specific expansion programs or changes, the 
reasons for which are indicated sufficiently in 
advance on the basis of a 12 months forecast. 


Power Plant and Process Equipment. 
“Since 1938, we have attempted to forecast 

the results of operations for 12-month periods 

revised each three months. During the wat 

period, we had to discontinue this work to 4 

large extent. 

“T believe it might even be possible for us 
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thrill of your life! 
You sense something different the moment your fngers touch the kya 

It’s Rhythm Touch... the latest development in Underwood's 
constant research to help make your work easier. 

There’s new ease for your fingers in the lightning response of every 

key. In the better balanced finger action. The effortless speed. The 
free-and-easy rhythm of the accurate. smooth-running mechanism. 
You'll do more work . . . better work . . . with less fatigue. Besides 
Rhythm Touch, and many other new refinements, you have all the 
time- and effort-saving Underwood features you've always enjoyed. 


Insist on having this new Underwood Standard Typewriter. It's a 
corte in 1] work with . : 
orecast.’ pleasure to work with... a treasure to own. : 

UNDERWOOD CORPORATION . . . One Park Avenue, New York 16,2 
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Sielitrewen Liles 


Automatic Dial and Keyboard Clearance 


Assures 


PERFECT ACCURACY 


4 INCREASED 
FIGURE OUTPUT 


«MINIMUM 
OPERATOR EFFORT 





PROOF ....in the words of a FRIDEN User 
“I have worked thousands of problems without ever having 
to clear the Dials or the Keyboards. My Friden Calculator 
clears iidiaieiaiiim and eliminates the mental hazard 
of errors caused by uncleared dials or keyboards 
from previous problems. I can tell by the increased amount 
of work I produce and by its accuracy...as well as how I 
feel at the end of the day...this one of the many exclusive 
Friden Features is worth its weight in gold to me.” 
Call your local Friden Representative and arrange for a 
demonstration of ALL the exclusive features on your own 
work and at your convenience. 


Friden Mechanical and Instructional Service is available in approximately 250 


Company Controlled Sales Agencies throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT - SAN LEANDRO, CALIFORNIA, U.S.A. - SALES AND SERVICE THROUGHOUT THE WORLD 











to forecast results of operations for possibly 
two years, but I doubt if any figures prepare) 
for a period beyond two years Gaal Mean 
very much. In times such as these, business js 
faced with so many disturbing and distorting 
factors that no one can predict, with any 
assurance, what will happen beyond the tel. 
tively near future.” 


The remainder of the companies which 
replied to the inquiry are not Preparing 
long-term forecasts and several companies 
in the extractive industries are not mak. 
ing any forecasts. 


American Productive Power Being 
Measured in Survey 


The total productive power of America js 
being measured in a new survey by the Twen. 
tieth Century Fund that will balance this coun. 
try’s resources, human and material, against its 
estimated needs for all kinds of goods and sery. 
ices for the decade 1950-1960. Announcement 
of the survey, which is expected to be com- 
pleted early in 1947, is made today in the 
Fund’s annual report issued by its Executive 
Director, Evans Clark. 

The new survey is being directed by Dr. J. 
Frederic Dewhurst, Economist of the Twentieth 
Century Fund. A staff of twenty contributors 
has been preparing various sections of the rte. 
port. The survey will be issued under the title 
America's Needs and Resources. The survey is 
described as the most extensive project ever 
undertaken by the Fund in the twenty-seven 
years since this endowed research foundation 
was established in 1919. 

Every part of America’s economic system 
comes within the scope of the survey. An in- 
troductory section will analyze our enormous 
productive output during the war, show what 
factors made it possible, and examine trends in 
productivity per worker, population, income, 
expenditures, savings, and such as guides to 
the future. 

Detailed sections will examine what our 
country is likely to require in such major fields 
as food, clothing, housing, medical care, edu- 
cation, transportation and others. These will 
be analyzed in the light of our income and 
spending patterns to get a summary of 
needs and probable demand in goods and serv- 
ices for the country as a whole. 

Estimates are being made of what our capi- 
tal requirements are likely to be in such things 
as productive plant and equipment and urban 
and regional re-development. Costs of govern 
ment and the extent and nature of foreign 
trade will be fitted into the picture for the 
1950-1960 decade covered by the estimate. 

A final section will analyze the fundamentals 
of America’s productive power in terms of 
labor force, natural resources, agricultural ca 
pacity and industrial capacity. It will forecast 
what our economic system can accomplish if 
operated at high levels in 1950 and 1960. 

The Fund's annual report reveals that the 
Fund, in addition to the main survey of needs 
and resources, will also issue a shorter volume 
giving the highlights of the same material. 
This will be illustrated by graphs and pictorial 
charts and will bear the title USA in 1950. 

Other forthcoming surveys described in the 
annual report will deal with cartels; monopoly 
in domestic business; and America’s foreiga 
economic relations. 


* * * 


Collective bargaining contracts between 
workers and employers have recently shown # 
trend toward regional and national coverage, 
greater organization of employers, and develop: 
ment of industry-wide collective bargaining— 
sulting in standardization of labor conditioos 
over wider areas, according to the Twenti 
Century Fund. 
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All these operations on 





5000 Accounts 





...with ONE 


“S. U.I. A. P.” heralds 


anew era 


in speed, accuracy and economy 


ity ‘ ° 

Four clerks using this system equal 
ten to twelve clerks with our former 
standard’ method,” boasts a leading 
candy manufacturer.* 

Faster credit clearance .. . less op- 
portunity for error . . . practical, easy 
collection effort with no delay’’—says 
a leading package-products house. * 

The wording varies—but praise from 
every user of §.U.I.A.P. (Simplified 
Unit Invoice Accounting Plan) makes 
it clear that here is the long-sought 
method needed for faster and simpler 
accounts receivable operations. 






SYSTEMS 
DIVISION 


BASIC IDEA: S.U.I.A.P. isa unit 
plan that makes it practical for one girl 
to handle all activities on up to 5000 
or more accounts, all under visible in- 
dividual record control. 

She authorizes credits from a glance at 
her record—relieving credit officials of 
all ordinary routine. 

She enters each charge simply by filing 
the invoice copy in the customer’s 
Kolect-A-Matic Visible Ledger Pocket. 

She “‘applies’’ payments by date-stamp- 
ing ‘‘PAID”’ the invoices they cover. 

She keeps ledgers in balance by estab- 


oo. 


COPYRIGHT 1946, REMINGTON RAND INC. 








lishing controls forall debits and credits. 

She handles routine collection effort ac- 
curately and effectively, with Graph- 
A-Matic signal control ‘“‘spotting’’ 
delinquent accounts. 

And not least important, her desk 
provides certified protection of all re- 
cords, 24 hours a day, from fire and 
the impact of crushing falls. 

Centralized operations—less paper- 
work and record writing—faster order 
handling — getting the money in with 
less effort and less delay! Ideal for man-. 
ufacturers, wholesalers, transport and 
other organizations. 


Send today for folder KD-253. 


*Name om request. 


315 Fourth Ave., 
New York 10, N. Y. 
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Thirty years ago business firms 
regarded the auditor as a liability. 
He was strictly overhead. .. never 
considered as an important profit 


creating business factor. 


Bur two wars and many vast 
changes in the country’s economy 
revolutionized the philosophy of 
business operation ... gave status to 
the internal auditor—now a positive 
asset to progressive management. 
Today the internal auditor . . .vital 
liaison between policy and practice 
... checks each of the complexly 


interlocked phases of the business 





operation. He sees to it that policies 


passed in the directors’ meetings 
are carried out in the factory and 
the offices. He finds out whether the 
paper-plausibility of projected plans 
is confirmed by actual operating 
conditions. A profitable man to have 
on the management’s payroll...the 
internal auditor serves best when he 
has ready access to an abundance 
of fresh reliable facts. 

McBee is not an auditing firm 
... but with products and methods 
evolved in 40 years of experience, 
aids the internal auditor by making 


necessary facts available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 
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POSITIONS OPEN 











Accountant 

Wanted by large industrial company located 
in Burlington, New Jersey, to act as an assist. 
ant to chief accountant. C.P.A. or equivalent 
with good knowledge of costs preferred. Send 
resume of education and experience including 
past earnings. Address: Box 627, “The Con. 
troller,” One East Forty-Second Street, New 
York 17, New York. 


Internal Auditor 

Wanted by large industrial company with 
home office in Burlington, New Jersey, and 
several production branches (foundries) Io. 
cated in east, south, and middle west. Some 
traveling required. Age 28-35. Write complete 
description of training, experience and past 
earnings. Address: Box 628, ‘The Controller,” 
One East Forty-Second Street, New York 17, 


Controller 

A progressive Drug, Pharmaceutical and 
Biological Company located in the Middle 
West requires a controller. Must have prac- 
tical experience in office management, sys- 
tems installation and thoroughly familiar 
with all phases of general accounting, cost 
accounting, accounts receivable control and 
budgeting and budgetary control. Prefer man 
with public accounting experience. Please 
furnish written resumé of experience and 
state salary requirement. Address Box 633, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 





POSITIONS WANTED 











Financial Executive—Treasurer— 
Comptroller 

Engaged for twenty-two years without in- 
terruption in the practice of financial man- 
agement and industrial accounting and con- 
trol for management in the United States and 
South America. For past eleven years served 
in financial, executive accounting, organiza- 
tion and reorganization management posi- 
tions as treasurer, comptroller, of diversified 
industry including textile, heavy and light 
metals and fabrication industries with vol- 
ume ranges from five to eighty million dol- 
lars. Wide industrial plant experience coupled 
with excellent contact and supervisory abil- 
ity. Age 42. Commensurate salary. Married. 
Address: Box 619, “The Controller,’ One 
East Forty-Second Street, New York 17, N. Y. 


Controller—Treasurer—Budget Director 

Thoroughly experienced handling parent 
company and subsidiary companies’ control 
and management problems. A good practical 
background and experience in all phases of 
accounting, financial and budgetary control 
and taxes. Graduate accountant and lawyer. 
Desires position as controller, treasurer, of 
budget director, preferably with a company 
requiring experience coordinating control 0 
subsidiary companies with parent company. 
Member of Controllers Institute of America. 
Address: Box 616, “The Controller,” One 
East Forty-Second Street, New York 17, N. Y. 


Executive Accountant—Office Manager 

Pace Institute graduate, 30; established 
practice with highly diversified clientele before 
entering service. Former Army Captain, com: 
pany commander. Service experience inclu 
daily supervision of from 120 to 350 both 
men and women. For the past year, employed 
in public field. Desirous of position of te 
sponsibility, and with promising future. 
dress: Box 632, “The Controller,” One East 
Forty-Second Street, New York 17, New York. 
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¢ Starting some years ago with Na- 
tional Accounting Machines in one 
of its divisions for posting customers’ 
accounts and ledgers, the Shell Oil 
Company has gradually extended their 
use through its marketing divisions. 

Nationals speed up posting oper- 
ations. Their many time-conserving 
automatic features—such as auto- 
matic tabulation and automatic clear- 
ance of balances—give them an ad- 
vantage in speed. 

Users find it so simple to train person- 
nel to operate Nationals, thanks to 
their many standard features, such as 
standard adding machine keyboard, 
standard typewriter keyboard, and 
complete visibility of postings on 
forms. 

Nationals have all-around utility. 
They can be changed from one post- 
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ing operation to another by just 
changing form bars—and this takes 
but a matter of seconds. 

As for Shell Oil, so for other manu- 
facturers and for businesses of every 
kind—National AccountingMachines 
work important savings and promote 
efficiency. 

Whether your business is large or 
small, there is a chance that National 
may be able to suggest new and 
better methods that will reduce ac- 
counting costs and increase profits. 
Your National representative will be 
glad to give you the benefit of his 
wide experience in solving business 
problems. Give him a call or write 
The National Cash Register Com- 
pany, Dayton 9, Ohio. Offices in 
principal cities. 


Making Business easier for the American Businessman. 
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pes of National Accounting Machines used 
by the Shell Oil Company, Inc. 
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Positions Wanted 











Controller-Treasurer-Assistant Treasurer 

Senior supervising accountant, college grad- 
uate, five years with national public account- 
ing firm and three years as controller of large 
industrial organization, would like position as 
controller, treasurer, or assistant treasurer. Pre- 
fer south or west but would consider any lo- 
cation. Address: Box 623, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Controller-Treasurer-Business Manager 


Desires position of responsibility. Has fif- 
teen years of wide and varied experience as 
controller, treasurer, chief accountant and bus- 
iness manager in industrial organizations and 
five years with certified public accountants. Ex- 
perience embraces systems, budgets, financial 
statements, office procedures, federal and state 
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taxes. Knows how to interpret figures with 
understanding and to translate them into vital 
facts for management. University graduate, age 
46, married, no children. Available immedi- 
ately to go anywhere opportunity affords. Ad- 
dress: Box 624, “The Controller,” One East 
Forty-Second Street, New York 17, New York. 


Executive 


Seventeen years industrial management and 
public accounting experience, including posi- 
tions of controller, secretary-treasurer and gen- 
eral manager, desires suitable executive posi- 
tion with established and progressive company. 
Location immaterial. Address: Box 625, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 


Assistant to Controller 


Desire position in controller's office or ac- 
counting department, preferably as assistant to 
controller. Nine years with present company 
as head of accounting department, office man- 





Employee 


Retirement Plans 


Based on Earnings 


Essential provisions of seven recently 


established plans are summarized and 


compared in booklet, “Briefs of Profit 


Sharing Retirement Plans,” available 


on request. 


CHEMICAL 
BANK 


TRUST COMPANY 


Founded 1824 


MAIN OFFICE: 
165 BROADWAY, NEW YORK (15) 


BRANCH OFFICES: 


No. 320 Broadway 
23rd St. — 10th Ave. 
29th St. — Sth Ave. 
44th St. — Broadway 
46th St. — Madison 





49th St. — Lexington 
11 West 51st Street 
57th St. — 8th Ave. 
74th St. — Madison 
Brooklyn-50 Court St. 





FINANCIAL EXECUTIVE 


Open for position with reliable 
firm requiring man with top exec- 
utive ability. Broad industrial ex. 
perience in finances, management, 
accounting, costs and control. Ad.- 
dress Box 631. “The Controller,” 
One East Forty-Second Street, New 
York 17, New York. 











ager, and credit manager. Present employer a 
midwest manufacturing company. Age 34, 
married, two children. Salary $5,000. Address: 
Box 626, “The Controller,” One East Forty. 
Second Street, New York 17, New York. 


Comptroller’s Trouble Shooter 

Ready to develop fresh and _ intelligent 
analysis to help reestablish cost factors up. 
set by five abnormal years. Have directed 
cost audits in several industries. Business 
minded reports anticipated manager’s queries, 
Successful record with national accounting 
firm, leading banker, and government cost 
accounting service. Age 38, master’s degree, 
C.P.A. Army service delayed personal te. 
conversion. Address: Box 617, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. 


Controller—Accountant 

Experienced executive seeks position of re- 
sponsibility with progressive company. Excel- 
lent background including fifteen years public 
accounting practice. Administrative ability. 
Special experience in setting up systems, in- 
ternal control office procedure, taxes and f- 
nance. Salary $7,500. Address: Box 630, “The 
Controller,” One East Forty-Second Street, New 
York 17, New York. 


Controller-Treasurer 


A controller, now employed, is looking for 
wider horizons as a challenge to his abiilties. 
At 37, he has been controller of a substantial 
industrial corporation for the past seven years, 
responsible for accounting, costs, systems, taxes, 
internal auditing, budgets, credits and collec- 
tions, insurance, etc. He would welcome an 
opportunity to expand with a growing organ- 
ization. Address: Box 629, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 

* * * 


Of the more than 400,000 new concerns 
started last year, only 3,600 were financed under 
the GI Bill of Rights. 


eo <8 
Baltimore recently made a net profit 
of $1,061,969 from the sale of $23,200,- 
000 worth of federal bonds. During 1944 
and 1945 the city issued and sold sewer, 
water, harbor, school, public building, 
airport, and conduit bonds in the amount 
of $27,650,000. But because the city was 
not ready to use the money, part of it 
was invested in Treasury bonds yielding 
114 per cent interest. The profit, which 
is to be credited to 1947 revenue, 
equivalent to almost 8 cents on the city 
tax rate, according to a report in a recent 
issue of Public Management Magazine. 
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The reflected glare of light on paper work 
bounces back into the eyes, where Nature has pro- 
vided no protection. It causes eye fatigue, which, 
too often, communicates itself to other parts of the 
body and brings on that “tired-all-over” feeling. 


Accuracy suffers... work drags... errors creep in. 


“EYE-EASE” paper minimizes such reflected 
glare... guards workers’ eyes against strain and 
fatigue. Its correct green-white tint, combined with 
restful brown and green ruling, is easy on the eyes, 
makes for greater working efficiency at any time, 
under any kind of light. It speeds up work. It helps 


to keep workers longer at their best. 


ASK YOUR STATIONER 
mums cnc write us for a copy of booklet 
E-10, “REDUCE EYE FATIGUE.” 


NATIONAL BLANK BOOK COMPANY 


amen Mek Gwe Sey oe 


CHICAGO Oe ie Om, | SAN FRANCISCO 














Because vastly increased funds will be 
required by industry to achieve a higher 
level of postwar production, The Brook- 
ings Institution, in a recent study, calls 
for a ‘‘substantial modification” of se- 
curity regulations to permit an adequate 
flow of funds into industry. The demand 

- for capital funds is being accelerated, it 
notes, by two factors: 


1. Expanded volume of business activ- 
ity, and capacity operations of existing 
plants and rehabilitation and reconver- 
sion. 

2. The higher postwar level of costs 
and prices, which will mean higher re- 
habilitation, replacement, and other costs. 

























The effect of this latter factor on the 
demand for capital funds has heretofore 
been almost entirely overlooked, the study 
warns. 


Among recommended changes are: 


The government should not pass upon 
the soundness of security issues. Regula- 
tion should not go beyond preventing 
fraud and requiring adequate informa- 
tion. Competitive bidding should not be 
compulsory for all types of issues. 

Stabilization operations during the 
period of flotation are sufficiently safe- 
guarded by present stock exchange regu- 
lations. Brokerage and dealer operations 
should not be segregated. 
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Modification of Security Regulations 
Called for in Brookings Study 


Direct placement of securities without 
the intervention of an investment banker 
should be permitted, but should be sub- 
ject to the same regulations as public of- 
ferings. Decentralization of the invest- 
ment banking system is unnecessary. 

Security legislation should be simpli- 
fied by integrating federal security legis- 
lation, co-ordinating federal and state leg- 












islation, and exempting seasoned issued 
from the registration requirement. 

Registration procedure should be ip. 
proved by simplifying the registratiog 
statement and the prospectus and by elim. 
inating duplication in registration state. 
ments. 

The provisions of the Securities Act re. 
garding solicitations during the waiting 
period should be modified by permitting 
oral offers without actual sale before the 
effective date. A single standard of civil 
liability in connection with securities js. 
suance should be formulated. 


Treasury's Tax Evasion Drive Raises 
Collections by $170 Million 


The United States Treasury estimates 
that its drive against black marketeers 
and other tax evaders has lifted fiscal 
1946 tax collections $170,000,000 by 
jogging thousands of taxpayers into 
“sudden recoveries of memory.” 

A record “conscience payment’ of 
$2,000,000 by “‘a certain taxpayer, his 
associates and his company” led the pa- 
rade of additional tax turn-ins, the Bu- 
reau of Internal Revenue said. 

Neither the individuals nor the com- 
pany was identified nor were names 
given for any of the conscience-awak- 
ened taxpayers who put in the addi- 
tional $170,000,000 in filing some 
110,000 delinquent or amended returns. 

Treasury policy is to assess civil pen- 
alties but not recommend criminal ac- 

































Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
PHILADELPHIA ¢ CHICAGO + LOS ANGELES 














tion against taxpayers who voluntarily 
admit delinquencies before investiga. 
tion is instituted. 

Belated tax disclosures, it was said, 
“came in many sections of the country 
with the institution of investigations of 
individuals in firms operating in such 
fields as, textiles, furs, ready-to-wear 
goods, poultry and meats.” 

The fraud-investigating branch of 
the Internal Revenue Bureau reported 
investigating 2,000 cases during the 
fiscal year ended last June 30. It said 
146 persons were newly indicted, and 
149 out of 155 going to trial were con- 
victed. 

The bureau said further that 1946 
was the “first billion dollar fiscal year 
in history in taxes and penalties recom. 
mended for assessment over and above 
original payments by taxpayers.” 


* * * 


The climb of tax collections in the 
United States has continued unbroken 
from 1933 when federal, state and local 
collections amounted to $8 billion, to 
1945 when the total reached was more 
than $51 billion, excluding social security 
taxes. 

* * * * 


Industry Lengthens Vacation Season 


The Memorial Day to Labor Day vacation 
season is being extended gradually to include 
all 12 months, a survey conducted by the Ne 
tional Industrial Conference Board disclosed. 

More companies are permitting vacations 
during the entire year rather than limiting the 
holiday span to the summer months, the board 
finds. In a number of lines of business, how- 
ever, the need for maximum manpower {0 
coincide with production peaks and rush sea 
sons limits the time during which employees 
may take their vacations. se 

The survey included more than two million 
workers in 254 plants, factories and offices 
throughout the country. It also found that i 
stead of requiring employees to complete five 
years service with the company before receiving 
a full week's vacation, a number of firms have 
liberalized their policy so as to give employees 
with two to five years’ service vacations of 
more than one ik 
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Is Your Retirement Plan Up-to-Date ? 


Write for New Booklet Analyzing 8 Major Provisions of 188 Recent Plans 


QUAL in importance to establishing the 


best retirement plan for your business 


is keeping that plan up-to-date. 


In a booklet just published—188 Retirement 


Plans— Bankers Trust Company’s 
Pension Division analyzes retirement 
plans now in successful operation in 
a variety of industries. 

These case analyses contain, in 
comparative form, specific informa- 
tion of value to every employer con- 
sidering a new retirement plan, or a 


change ina plan already in operation. 


BANKERS 





The booklet is a continuation of our 1945 study 
of 106 retirement plans. It shows when each 
plan was made effective, the number of em- 
ployees covered, conditions of eligibility, the ex- 
tent to which employees contribute, 
retirement age, method of funding, 
amount of retirement benefit, and 
other significant provisions. 

You are cordially invited to write 
for a copy of 188 Retirement Plans 
. . . The diversified experience of 
our Pension Division is at your 
disposal. Your inquiry is invited. 


TRUST COMPANY 


<i 


Member Federal Deposit Insurance Corporation 
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| Reviews of Recent Publications 





Collective Bargaining 


LABOR POLICY OF THE FEDERAL 
GOVERNMENT. By Harold W. Metz. 
Published by The Brookings Institu- 
tion, Washington, D. C. $2.50. 


COLLECTIVE BARGAINING. By Leon- 
ard ]. Smith. Published by Prentice- 
Hall, Inc., New York. $5.00. 


TRENDS IN COLLECTIVE BARGAIN- 
ING. By S. T. Williamson and Herbert 
Harris. Published by the Twentieth 
Century Fund, New York. $2.00. 

As the United States works its way 
through the mazes of this reconversion 
period, it is faced with recurrent mis- 
understandings between labor and man- 
agement. Who should play the role of 
arbiter ? Government has gone far in this 
tole. Public opinion—informed or other- 
wise—is also a potent factor. In the views 
of a special nh tae Committee appointed 
by the Twentieth Century Fund, govern- 
ment intervention in the affairs of man- 
agements and unions will not end shortly ; 
and “the extent of government participa- 
tion in collective bargaining will wax or 
wane in direct ratio to the success of 


voluntary action by management and 
unions.” 

That will require, the same group feels, 
the fullest possible freedom and respon- 
sibility for working out collective bar- 
gaining agreements. These views are 
part of “Trends in Collective Bargaining” 
(published by the Fund), which includes, 
besides the authors’ summary of recent 
experience, a a a and recommenda- 
tions by the Fund’s Labor Committee. 

A basic text on this subject is Mr. 
Smith’s book (published by Prentice- 
Hall), which covers such fundamentals 
as collective bargaining areas and _atti- 
tudes, objectives of labor agreements, and 
the selection of negotiators. Suggestions 
for the latter are also presented by the 
author. 

The actual bargaining sessions, includ- 
ing the set-up, preparations and proce- 
dures, the variations of labor agreements, 
with analysis of the terms of individual 
provisions of the agreement, in addition 
to reference and source material listings 
help this volume meet the author’s goal 
of “‘a practical and complete manual on 
collective bargaining.” 

But a study of trends and actual work- 





The Controller, September, 1946 


ing details in collective bargaining jg 
somewhat lacking in meaning unless 
there is understanding of broad federal 
labor policy. And this Mr. Metz provides 
in his book (published by Brookings Ip. 
stitution) which aims at describing goy. 
ernment labor policies not by individual 
attitudes of government labor agencies— 
such as NLRB, NMB, NRAB, NWIB 
USES and WMC, to list a few by their 
initials—but in broad outline as revealed 
by detailed consideration of the actual 
decisions, orders and regulations which 
these agencies have issued. 

The author does not tackle the question 
of desirability of the objectives, or what 
success the policies achieve in attaining 
objectives. That is, easily, material for at 
least two other volumes which deserve 
preparation. 


—Reviewed by PAUL Haase 


Re: Personnel 


OCCUPATIONAL INFORMATION. By Cw- 
roll L. Shartle. Published by Prentice-Hall, 
Inc., New York. Price $4.65. 


Those concerned with the making of per. 
sonnel decisions will welcome this text which 
is concerned with the development and appii- 
cation of occupational information and is one 
of the books in the Prentice-Hall Industrial 
Relations and Personnel Series, which is under 
the general editorship of Dale Yoder. The au- 
thor of the volume, Dr. Shartle, is a profes. 
sor of psychology and executive secretary of 
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the Personnel Research Board at Ohio State 
University. He was formerly chief of the Divi- 
sion of Occupational Analysis of the War 
Manpower Commission. 

Because of the extensive growth of the 
field of occupational information during the 
past decade and its importance in connection 
with postwar problems, this introductory vol- 
ume should prove valuable for those respon- 
sible for obtaining of occupational information, 
the describing and classifying of jobs and oc- 
cupations, and related matters. 


Accounting Ethics 


PROFESSIONAL ETHICS OF PUBLIC AC- 
COUNTING. By John L. Carey. Published by 
American Institute of Accountants, 13 East 
gag Street, New York 17, New York. 
1.50. 

This useful reference book, covering specific 


questions in connection with professional ethics 
of public accountants, should prove of interest 
and value not only to staff-men, students, and 
the younger practitioners, but also to experi- 
enced public accountants. 

Mr. Carey, who is secretary of the American 
Institute of Accountants, and managing editor 
of “The Journal of Accountancy,” provides in 
this new guide a text which not only gives the 
rules, but also discusses and explains them in 
practical fashion. Included are summaries of 
recent opinions by the American Institute’s com- 
mittee on professional ethics, in response to ac- 
tual inquiries, as well as Treasury and SEC opin- 
ions on the matters covered. 

The three main classifications of Mr. Carey’s 
cogent book serve to indicate its broad approach: 
The Interest of the Public; The Interest of the 
Client; The Interest of the Profession. 

—Reviewed by PAUL HAASE 
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... MONTGOMERY’S Federal Taxes— 
Corporations and Partnerships 


INANCIAL executives the country over look on annual subscription 
to Montgomery’s tax books as a regular item of equipment for tax 
work. Accountants, bank officers, and lawyers everywhere regard them 


Standard Since 1917 


“These books have for years been a 
major feature of our tax library. Noth- 
ing else quite takes their place. I per- 
sonally am continually using them, as 
are others on our staff. We retain a 
complete file for checking back on the 
law as applicable in prior years.”’— 


We invite you, too, to become a subscriber. The new 1946-47 issue of 
Montgomery’s Federal Taxes—Corporations and Partnerships will bring 
you the working information you need in handling this year’s tax ques- 


In this manual, you get everything complete in compact, convenient 
book form. It is inexpensive to buy, easy to use. You will use it con- 
stantly in preparation of returns; to help in forming sound, all-angle 
judgments on tax matters; to give constructive advice on policies in- 


Pressures still existing on book production limit the number of new 


PLEASE ACT PROMPTLY on This Invitation 


Write today, on your letterhead or on the inquiry form below, 
for details about the 1946-47 issue of this standard manual, and 


Member, well known firm of Certified 
Public Accountants. 


“We make these books our first call. 
The best out—authors have courage to 
come out and say what they think.”— 
Counsel, Large Oil Company. 
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The Quest for Job Security 


PLANNING FOR JOBS. Edited by Lyi, 
Fitch and Horace Taylor. Published } 
The Blakiston Company, Philadelphia, 
$3.75. 

Midway in the war years, 36,000 ¢. 
says were submitted to the Pabst Pos. 
war Employment Awards by individ. 
uals throughout the country who felt 
they had opinions on the problem of 
employment which would merit atten. 
tion and action—and an award. Since 
the cost of World War II, it has been 
estimated, may have been no greater 
than the economic cost to the nation of 
the Depression of the Thirties, a solu. 
tion to our recurrent unemployment 
problems is undoubtedly desirable. As 
could be anticipated, the Awards es. 
says were varied in their analyses and 
recommendations. And most of the 17 
winners, significantly, came from the 
ranks of government officials, with first 
prize going to the WPB’s chief eco. 
nomic analyst, and second prize to Leon 
H. Keyserling, who was then serving as 
general counsel for the National Hous. 
ing Administration and who recently 
was named by President Truman as a 
member of the three-man National Eco- 
nomic Council created by the Employ- 
ment Act of 1946. 

In this volume two members of the 
Department of Economics at Columbia 
University have presented a selection of 
expressions on the problem as sub- 
mitted in the essay competition. Distin- 
guished economists and business lead- 
ers, doctors and engineers, servicemen 
and housewives, unknowns and _ hope- 
fuls—all rub elbows in this unique col- 
lection. 

Among the aspects considered are re- 
forms of both business and personal in- 
come taxes, incentive taxation, availa- 
bility of investment funds, stimulation 
of housing and other designated indus- 
tries, proposals to aid “small business,” 
abolition of restrictive practices, social 
security changes, consumer subsidies, 
compensatory spending (both public 
and private), public works programs, 
“guaranteed markets,’ labor mobility 
and efficiency, labor union reforms, 
“share-the-work,” and many others. 

The volume is understandably rather 
formidable in size (443 pages) and con- 
tent. But in addition to serving well its 
role of presenting this cross-section of 
views, it serves to reveal the wide pub- 
lic interest in and thinking about the 
quest for job security. 

—Reviewed by PAUL HAASE 


* * * 


Communism in America can have no strengih 
except under the stimulus of desperation 4 
hunger. Otherwise, it is nothing but a philo- 
sophical concept with which some people like 1 
play. F. R. Von WInvEGGER, President, Plazt 
Bank of St. Louis. 
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In large businesses and small, in banks, industries and government offices—the 
widespread use of Burroughs figuring and accounting machines provides 
excellent career opportunities for trained operators. 


More and more schools are offering students the advantages of both acquaint- 
ance and skill training on Burroughs machines. 


Their courses are keyed to present-day demands, making good use of the 
practical training aids, texts and programs developed by Burroughs through 
up-to-the-minute contacts with business and industry. 


For complete information on Burroughs machines, 
training aids and programs for the classroom, call 
your nearest Burroughs office, or write direct to 
Burroughs Educational Division, Burroughs Adding 
Machine Company, Detroit 32, Michigan. 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES 
NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 
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One Government Corporation Is Still 
Fighting the First World War 


When Congressman Walter Norblad, 
of Oregon, was a 10-year-old lad, back 
in 1918, he noted with interest the crea- 
tion out in his tall-tree country of the 
U. S. Spruce Corp. by the government— 
to help win World War I. 

Recently the Congressman, now a 
grown man, was even more interested to 
find out that the government-owned cor- 
poration still was fighting World War I. 

“What's worrying me is this,” said Mr. 
Norblad. “If we can’t get rid of a World 
War I government-corporations in 28 
years, then what's going to happen to our 
billion-dollar World War II corporations ? 

“They'll still be with us when my 


grandchildren are old, white-whiskered 
gentlemen!” 

Seems that while no airplane ever was 
built of the corporation’s World War I 
spruce for which Congress originally spent 
$23,500,000, each spring since 1922 
Congress has been appropriating $10,000 
to liquidate the lumber company. 

It’s not liquidated yet. The government 
corporation, operating on a government 
basis, paying no taxes on its stands of 
timber, its railroad or its sawmills, is run 
by a retired Army colonel.and other em- 
ployees—including a government chauf- 
feur to drive the Colonel to his office in 
a government car! 


OFFICE MACHINES BECOMING 


Calculators 
Typew riters 


Addressographs 


Ediphones 


Mimeographs 


Comptometers 


Dictaphones 


WAR SURPLUS 
OFFICE MACHINES 





The Famine is about ended! Famous 
makes of office machines, the by- 
words of efficiency, are obtainable 
now, if you contact the country’s 
leading rebuilders of this equip- 


ment. Every machine is tested and 


: guaranteed to look and run like 


Multigraphs 


Bookkeeping 


Billing 


new. We operate nationally. Where- 
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can help you now. 
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326-330 BROADWAY 


ORS = NNN RRA. RRNA 


NEW YORK 7, N. Y. 


“ne 





The Controller, September, 1946 


Working Capital Growth Rate Reduced 
in First Quarter ‘46 

The rate of increase of the net work. 
ing capital of American corporations jp 
the first quarter of 1946 was consider. 
ably less than the quarterly rate during 
the previous six years, the Securities 
and Exchange Commission reported, 

In an analysis, the SEC said the 
first quarter increase of $200,000,009 
brought the total to $52,600,000,000, 
The average quarterly increase in 1945 
was listed at nearly $1,600,000,000, and 
the aggregate increase in the six-year 
period $27,800,000,000. 

The trend in January, February and 
March this year, the report stated, was 
explained by reason of a $2,100,000,000 
decline in total current liabilities and 4 
$1,900,000,000 reduction in current as. 
sets. 

The report noted that small increases 
recorded by trade and small manufac. 
turing concerns were offset by nominal 
decreases listed by railroads and large 
manufacturing companies. 

Working capital at the end of March 
was “in extremely liquid form” the 
SEC said, government securities and 
cash accounting for a large proportion, 

The largest change in any of the 
items of current assets and liabilities 
was the $1,400,000,000 decrease in 
holdings of government securities to a 
level of $19,800,000. This decline, how- 
ever, was almost wholly offset by the 
$1,200,000,000 decrease in federal in- 
come tax liabilities to $10,000,000,000. 

Holdings of cash and deposits were 
reduced by $400,000,000. The SEC said 
a $700,000,000 decrease in other cur- 
rent assets was mainly attributable to 
settlement of claims on’the federal gov- 
ernment for refundable taxes. 

The analysis showed the corporations 
whittled $600,000,000 from aggregate 
of their long-term debt. 


Police Protection and Expenditures 
Should Be Studied 


The municipal police department of today 
faces a much more difficult task than its 
predecessor of several decades ago. Increased 
urbanization and technological advancement 
have brought about revolutionary changes in 
the methods for suppression of crime and the 
apprehension of criminals. In determining the 
causes of délinquency in a community with 4 
view toward removing them, the modern police 
department also assumes a responsibility for 
crime prevention. 

Although increased expenditures for police 
department have been necessitated as its law 
enforcement activities have become more com: 
plex, these expenditures are often accom: 
panied by waste and inefficiency. No one 
would wish to deny to the police department 
adequate financial support; yet there are many 
opportunities for inaugurating constructive 
economies without impairing the efficiency of 
police operations. 

—Tax Foundation 
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OCS Challenges Comptroller-General’s 
War Contract Termination Charges 


Charges by Comptroller-General 
Lindsay Warren that there had been 
widespread corruption in the settlement 
of terminated contracts were flatly 
challenged early in August by another 
government agency, the Office of Con- 
tract Settlement. 

Submitting to Congress the eighth 
quarterly report on its operations, the 
Contract Settlement Office disclosed 
that it had long since engaged inde- 
pendent accountants to check upon the 
adequacy of the methods used by con- 
tracting agencies in meeting settlement 
claims. 

According to the report, three sur- 
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Established 20 Years 











veys of contracting agencies’ operations 
have been made by OCS by public ac- 
countants, the first in the latter part of 
1944, ‘The Journal of Commerce”’ noted. 

Here is what the accountants found, 
according to the OCS report: 

“The first two surveys comprised an 
examination and qualitative appraisal 
of records of completed settlements. The 
third survey, made after V-J Day, was 
a review of the stability of existing or- 
ganizations, methods and _ procedures 
for completing the task then ahead. All 
the surveys have been carried out by 
qualified people who have been familiar 
with termination procedures since the 
first survey was conducted. These sur- 
veys have indicated that, in general, 
termination procedures have been ade- 
quate to protect the Government's in- 
terest and to- bring about reasonable 
speed in the settlement of terminated 
contracts.” 


WARREN CHARGES RECALLED 


The charges that there had been con- 
siderable mismanagement in the settle- 
ment of war contracts was made by Mr. 
Warren before the Mead Committee. 
Subsequently, it was revealed, that the 
Comptroller-General, in two separate 
reports to Congress, voiced satisfaction 
with the methods of settlement which 
had been devised by the contracting 
agencies in accordance with the Con- 
tract Settlement Act. 

Although OCS’s report limited itself, 
in replying to Mr. Warren’s charges, 
to citing the surveys conducted by in- 
dependent accountants, a top official of 
the agency questioned Mr. Warren’s 
assertion that the General Accounting 
Office was prevented by law from re- 
viewing settlements until after their 
completion. This official declared that 
under Section 16 of the Contract Settle- 
ment Act, the GAO is authorized to in- 
vestigate contracts before final settle- 
ment both for the purpose of detecting 
fraud and for the purpose of reporting 
to Congress on the adequacy of settle- 
ment procedures. 

During the quarter ended June 30, 
15,929 terminations with canceled com- 
mitments of $14,000,000,000 were set- 
tled by all contracting agencies. This is 
the largest dollar volume of settlements 
completed in any quarter since the be- 
ginning of the program, and exceeds 
the largest previous quarter by $4,300,- 
000,000. 


New TERMINATIONS DECLINE 


New terminations continued to de- 
cline to 3,359, with canceled commit- 
ments of $345,000,000. Terminations 
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remaining to be settled declined during 
the quarter from 23,931 with canceled 
commitments of $24,300,000,000 to 11. 
680 with canceled commitments of 
$11,000,000,000, a reduction of 12,25} 
terminations and $13,300,000,000 of 
canceled commitments. The 11,680 ter. 
minations pending settlement are held 
by approximately 3,500 prime contract. 
ors, but two-thirds of the value of cap. 
celed commitments is concentrated in 
the hands of 126 contractors. 

At June 30, 316,835 terminations, in. 
volving canceled commitments of $65, 
200,000,000, had been effected since the 
beginning of the war production pro. 
gram. Of these, 305,155 (96 per cent.), 
with canceled commitments of $54. 
200,000,000 (83 per cent.), had been 
settled. : 

A total of 184,357 terminations with 
canceled commitments of $43,800,000,- 
000 was pending on V-J Day or was 
effected in the subsequent ten and one. 
half months. Of these, 172,677 termi- 
nations (94 per cent.) with canceled 
commitments of $32,800,000,000 (76 
per cent.) had been disposed of. 

In the settlement of the $54,200,000,- 
000 of canceled commitments completed 
at June 30 the contracting agencies had 
allowed a gross amount of about $5, 
200,000,000, leaving an estimated $1,- 
600,000,000 still due contractors on the 
terminations pending settlement. 

At June 30, the contracting agencies 
had received plant clearance requests, 
involving inventory and plant equip- 
ment originally costing 7.0 billion dol- 
lars, 96 per cent. of an expected total 
of 7.3 billion dollars. Inventory costing 
6.6 billion dollars, or 90 per cent. of 
the estimated total, had been removed 
from the contractors’ plants. Of the 
189,057 plant clearance requests te- 
ceived, 185,796 clearances had _ been 
completed. 

Applications to the contracting agen- 
cies for partial payments to finance ter- 
mination claims have totaled about 3.1 
billion dollars. Of this, 2.9 billion dol- 
lars has been approved for payment by 
the contracting agencies, 695 million 
dollars of which was outstanding at 
June 30. 

These figures compare with gross al- 
lowances of 5.2 billion dollars on set- 
tled claims, plus estimated allowances 
of 1.6 billion dollars on pending tet- 
minations, or a total of about 6.8 billion 
dollars. In practically all cases, partial 
payment applications were acted of 
within 30 days after receipt. 

The number and value of applica- 
tions for partial payments reached their 
peak during the fourth quarter of 1945. 
During the quarter ended June 30, 
1946, 525 million dollars in partial pay- 
ments were applied for, compared with 
605 million dollars in the previous 


(Please turn to page 536) 
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Personal Notes About Controllers 












Mr. Daniel J. Hennessy is now serving as 
vice president of Jamaica Water Supply 
Company, Jamaica, New York. A past na- 
tional president of the Controllers Institute 
of America, Mr. Hennessy was recently re- 
elected to the post of president of the Con- 
trollership Foundation, Inc. Prior to accept- 
ing his new position, he was associate comp- 
troller of Long Island Lighting Company, 
Mineola, New York. 


Mr. Axel H. Anderson has been elected 
resident of Bird and Son, Inc., paper man- 
/ ufacturers of East Walpole, Massachusetts. A 
member of the Controllers Institute of Amer- 
ica since April 1935, Mr. Anderson pre- 
viously served the company as secretary and 
treasurer-controller. 


Mr. Frank L. King, president of the Cal- 
ifornia Bank of Los Angeles, is the author 
of an article, ““The Place of the Bank Audi- 
tor or Comptroller in His Bank,” which ap- 
peared in the August issue of “National 
Auditgram,” official publication of the Na- 
tional Association of Bank Auditors and 
Comptrollers. The article is based on an ad- 
dress presented by Mr. King, who is a mem- 
ber of the Controllers Institute of America, 
at the Ninth Mid-Continent Regional Con- 
ference of the NABAC, in Milwaukee, Wis- 
consin. 


Mr. George M. Ebert is now connected 
with the Sterling Engine Company, Buffalo, 
as vice president and controller..A member 
of the Controllers Institute of America, Mr. 
Ebert previously held the post of director of 
finance, Curtiss-Wright Corporation, Air- 
plane Division, Buffalo. 


Mr. O. H. Ritenour, controller of Wash- 
ington Gas and Light Company, Washington, 
D. C., has accepted the general chairmanship 
for the Thirteenth Annual Eastern Spring 
Conference of the Controllers Institute, 
which will be sponsored in Washington, 
D. C. by the District of Columbia Control 
of The Institute. The dates for the confer- 
ence will be announced shortly. 


Mr. Bernard S. Rodey, associate controller 
of Consolidated Edison Company of New 
York, Inc., is one of three authors of a new 
book on public utility accounting, which is 
to be published shortly. Mr. Rodey is a mem- 
ber of the Board of Directors of the New 
York City Control of the Controllers Insti- 
tute of America. 


Mr. T. J. Tobin, a national director of the 
Controllers Institute of America, and comp- 
troller of Erie Railroad Company, Cleveland, 
is serving as a vice chairman of the account- 
ing division of the Association of American 
Railroads. 

Mr. Herbert J. Meyers has accepted the 
position of controller of Remler Company, 
Limited, San Francisco, California. A mem- 


ber of the Controllers Institute of America, , 


Mr. Meyers was previously connected with 
the Cost Analysis Agency of the United 
States Signal Corps in Los Angeles. 


Mr. Benjamin N. Rivers, Jr. has been 
named treasurer and comptroller of Victor 
Electric Products, Inc., Cincinnati. 

Mr. Laurence G. Hills has been elected vice 
president in charge of finance, RCA Communi- 
cations, Inc., New York City. Mr. Hills, a 
member of the Controllers Institute of Amer- 
ica, previously served the company as vice 
president and controller. He has been succeeded 


as controller of the company by Mr. Lon A. 
Cearley. 


The name of Mr. John C. Naylor, vice pres- 
ident and controller of the Pet Milk Company, 
St. Louis, and a former president of the Con- 
trollers Institute of America, is found among 
the new additions to the listings in “Who's 
Who in America,” published in July, 1946. 


Mr. Robert C. Johnson was released to inac- 
tive duty in the United States Naval Reserve in 
January, with the rank of Lieutenant, S. C., and 
has returned to the position he held prior to war 
service as assistant comptroller of the Union 
Central Life Insurance Company, of Cincinnati, 
Ohio. Mr. Johnson has been a member of Con- 
trollers Institute of America since April, 1938. 


Mr. V. F. Covert, assistant controller of West- 
inghouse Electric Corporation, Pittsburgh, and 
a member of the Controllers Institute of 
America, is the author of an article, “Reducing 
Accounting Costs” in the July issue of The Ac- 
counting Review. Mr. Covert is holder of mem- 
bership certificate 526 of The Institute. 


Mr. Roy T. Omundson has been named execu- 
tive vice president of Cardox Corporation, Chi- 
cago. Mr. Omundson was elected to membership 
in the Controllers Institute of America in March, 
1944, while he was serving as controller of the 
company. 


Mr. Edward E. Williams has been chosen 
vice president and treasurer of American Opti- 
cal Company, Southbridge, Massachusetts. Mr. 
Williams is one of the founder members of the 
Controllers Institute of America and holds mem- 
bership certificate 30 of The Institute. He has 
served The Institute in many capacities, includ- 
ing a two-year term as a national director on the 
Institute’s first Board of Directors. 


Mr. James J. Mischler, controller of the Ho- 
bart Manufacturing Company in Troy, Ohio, 
contributed an article on ‘“Taxation of War Loss 
Recoveries,” to The Accounting Review for 
July, 1946. Mr. Mischler has been a member of 
the Controllers Institute of America since Au- 
gust, 1934 and is holder of certificate 354. 


Mr. R. I. Sampson has retired from active 
duty with Sears, Roebuck and Company, which 
he had served for thirty-three years as re- 
gional auditor, in Seattle, Washington. Mr. 
Sampson has been a member of the Control- 
lers Institute of America since January, 1944. 


Mr. W. E. Duerr, who previously served as 
controller and assistant secretary of Gar Wood 
Industries, Inc., Detroit, has resigned his posi- 
tion to devote all his time to B. C. D. Equip- 
ment Company, Inc., Detroit, of which Mr. 
Duerr is president. Mr. R. C. Brandt has suc- 
ceeded Mr. Duerr as controller of Gar Wood 
Industries, Inc. 

Mr. Fred F. Hoyt, a member of the National 
Board of Directors of the Controllers Insti- 
tute of America, now holds the position of 
vice-president and treasurer of Carrier Corpo- 
ration, Syracuse, New York. 


Mr. Thomas E. Jervis, formerly with Wright 
Aeronautical Corporation, as controller of one 
of the firm’s plants, was appointed comptroller 
of Carrier Corporation, Syracuse, New York, 
on August 15. 

Mr. George T. Zack, a member of the Con- 
trollers Institute of America, has been elected 
assistant controller of White Motor Company, 
Cleveland. Mr. Zack joined the company in 
1940 as auditor, serving successively as su- 


pervisor of branch accounting; supervisor of 
general accounting; and, since November, 
1944, as assistant to the controller. 


Toledo Members Go Fishing 


A summer fishing excursion was staged on 
July 24 at Sandusky, Ohio, by members of the 
Toledo Control of The Institute. Lunch and 
refreshments were provided on the boat, with 
dinner at Mulhearn’s Restaurant concluding 
the occasion. 


Houston Control Holds Luncheon 


The members of the Houston Control of 
The Institute resumed their meetings for the 
current season with a luncheon session at the 
Houston Club on Tuesday, August 27. 





OBITUARIES 








FRANK E. DAVIS 


Mr. Frank E. Davis, secretary-treasurer of Na- 
tional Gypsum Company since 1929 died in Buf- 
falo on July 26. Mr. Davis was a member of the 
Controllers Institute of America, having been 
elected in January, 1936 and being holder of 
membership certificate 603. He was a charter 
member of the Buffalo control of The Institute 
and was one of the group instrumental in or- 
ganizing the control. 

Mr. Davis joined National Gypsum Company 
as assistant to the president when the company 
was formed in 1926. Mr. Davis, who was sixty 
at his death, was a native of Lynn, Massachu- 
setts. 


JOHN J. JOHNSTON 


Mr. John J. Johnston, controller and treas- 
urer of E. Tosse and Company, Inc., Brooklyn, 
New York, died on August 16, 1946. A mem- 
ber of the Controllers Institute of America 
since August, 1934, and holder of its mem- 
bership certificate 324, Mr. Johnston was con- 
nected with his company since 1941, having 
been appointed controller in February of that 
year and then adding the post of treasurer the 
following month. Previously Mr. Johnston had 
been connected with Atlas Corporation in 
Jersey City, New Jersey. 


FRANK B. TOWNE 


Mr. Frank B. Towne, treasurer of the Na- 
tional Blank Book Company, of Holyoke, 
Massachusetts, until his resignation because 
of ill health in January of this year, died on 
August 9 in his home in Holyoke. He was 
the father of Richard P. Towne, a member 
of the Controllers Institute of America, who 
is now serving as treasurer of the company. 
A native of San Francisco, the deceased be- 
came associated with his father in the Na 
tional Blank Book Company in 1888 at the 
age of 23, and took over the position of 
treasurer. During Mr. Towne’s fifty-eight 
years with the company, it enjoyed a steady 
growth. He was also active in many com: 
munity, welfare, and civic programs and in 
1944 received ‘The Distinguished Service to 
Holyoke Award for 1943.” In addition to his 
son, Mr. Towne is survived by two brothers, 
several grandchildren, and nephews. 
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Carel wor’ 





called for and delivered! 








W HAVE a highly specialized group of payroll 
personnel who will turn out your work. 


They will provide you with all your payroll 
work and related tax data. They will do it for you 
economically, too. 


They will do all your payroll operations, com- 
puting, listing, etc. mechanically—on modern, high 
speed punch card equipment. 


What Payroll Service Includes 


Checks ready for your signature . . . Complete 
Payroll Registers . . . Quarterly Employee Earn- 
ings Statements . . . Labor Distribution Schea- 
wes... W-2 Forms . . . Lists of Employee De- 
ductions—and all the other reports you may re- 
quire! And all work is double-checked by bank 
standards. 


Ours is a confidential service. We have been in 
business since the turn of the century, servicing 
many of America’s top firms. 


Many companies find it economical to use this 
service—especially firms located in or near cities 
where there are Recording and Statistical offices. 


Free Booklet 


Address a note to us today and ask for the in- 
formative booklet, ‘Payroll Service,” that will an- 
swer your questions concerning this wonderful 
service. 


TABULATING AND 
CALCULATING SERVICES 


We are completely staffed to compute, analyze and 
compile all types of accounting and statistical re- 
ports for you. Here are some current assignments: 


Retroactive Pay-Increase Calculations « Traffic Stud- 
tes * Sales Analyses - Inventories - Personnel Statis- 
tics * Price Studies - Public Utilities Bill & Rate 
Analyses. 


Let us offer suggestions, and quote on your work. 


Recording and Statistical Corporation 
CHICAGO - BOSTON - DETROIT - MONTREAL - TORONTO 
102 Maiden Lane, New York 5, N. Y. 
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Newly-Elected Presidents Who Will Gy 
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J. G. GIBSON 









E. C. SEYMOUR 





BERNARD C. SCHAEFER 








Baltimore 
C. W. BURTON 





Chattanooga 
M. W. Morris 


Detroit 
V. D. HANNA 


Kansas City 
R. S. Coons 


Mac Gregor 









Birmingham 


RAYMOND BEENY 


Chicago 
T. W. BRYANT 





District of Columbus 
J. EowarD HEBERLE 


Los Angeles 


DupbLey E. BROWNE 


Engstead 





Boston 


S. D. MACLAREN 


Renster’s 


Cincinnati 


FRANK L. UHLING 


Hartford 
H. D. FowLer 


Blackstone 





Louisville 
W. R. CREAL 





Bridgeport 
EDWARD A. WALL 


Allied News 





Cleveland 
Puitie W. Scotr 





Houston 
S. G. Loy 





As this issue went to 
press, photographs were 
not yet at hand of the 
Presidents of the Day- 
ton and New Orleans 
Controls. It is hoped to 
publish these subse 
quently. 
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of The Institute in 1946-47 
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A. F. KESSLER 








Conway 





Milwaukee 


New York City 
N. P. DussINGER 


Chick 





Quad-Cities 
E. B. OYAAS 


Rochester 
W. Leroy JORDAN 


Meltzer 





Springfield 
CARROLL A. DoLAN 


Syracuse 
FRANCIS E. DOONAN 





Philadelphia 
J. NORVELLE WALKER 





St. Louis 
C. V. BuRNS 





Toledo 
J. B. FENNER 


Schonbrunn Bachrach 





Pittsburgh Portland 


JOHN V. BOWSER 


Edwyn Swadley 





Seattle 
J. H. CLAwson 


San Francisco 
Guy P. JONES 





Twin Cities 
P. H. WERNICKE 


P. KROMANN 








Established in 1931, the Controllers Institute of 
America is a technical and, in a sense, a professional 
Organization, with a membership of approximately 2,900 
controllers of the leading business concerns in the United 
States. 


Membership is open to controllers and, in the case of 
companies which have no officer with the title of con- 
troller, to those performing the duties of a controller 
as defined by The Institute. Membership is on an in- 


dividual basis; there are no company memberships in 
The Institute. 


Branches of The Institute, known as Controls, are 
active in 36 of the larger cities. 


Inquiries concerning membership in The Institute will 


be welcomed. Details are available, on request, from 
national headquarters: One East Forty-second Street, 
New York 17, New York. 

















F. A. ROSTEDT 


Penna-Sas 


Western Michigan 



































TERMINATION CHARGES 
(Continued from page 530) 











quarter. Partial payments approved in 
the quarter just ended aggregated 510 
million dollars as against 570 million 
dollars in the first quarter. 

Only a small portion of the interim 
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financing program was handled through 
guaranteed termination loans (T-loans). 
From the beginning of the T-loan pro- 
gram to June 30, 842 applications had 
been made for loan commitments total- 
ing 391 million dollars. However, the 
maximum amount of loans outstanding 
at any time was 30 million dollars in 
December, 1945. 


Are New Incentives Needed for 
Corporation Executives? 


Strong emphasis on non-financial in- 
centives as well as on new monetary re- 
wards for executives is seen needed by 
corporations if efficiency and growth 
are to be assured for individual units 
declares a correspondent of the New York 
Journal of Commerce. 

Despite opposition to incentive plans 
by many union leaders, industrialists 
have never lost sight of their need for 
rank and file workers, it is pointed out. 
At the same time, the trend toward 
stricter regulation of executive compen- 
sation under the New Deal, and attacks 
on bonus and profit sharing plans dur- 
ing the depression have left many man- 
agements reluctant to install suitable in- 
centive plans for officers charged with 
the responsibility for laying down or 
executing policy. 

Failure to provide adequate task and 
bonus rewards for unusual accomplish- 
ment may prove disastrous not only to 
individual enterprises, it is feared; they 
may also tend to weaken the competitive 
economy. High taxes, the smearing of 
industrialists by governmental agencies 
and by unions, and efforts during the 
war to impose a $25,000 ceiling on ex- 
ecutives’ pay have already made jobs in 
industry seem less desirable, particu- 
larly in view of the liberal pensions and 
other privileges accorded to Govern- 
ment officials. 

The effect of the leveling off of ex- 
ecutives’ take-home pay, after taxes, has 
been reflected in the difficulty which 
corporations are meeting in recruiting 
or retaining executives possessing the 
needed qualifications. Many serious 





YOUR ANNUAL REPORT 


graphically portrayed, tells a story 
readers will not overlook. 


For a complete statistical and 
graphic presentation service, call 


CHART-FACTS 
154 Nassau St. New York 7, N. Y. 
Wo 2-5886 


Illustrated Brochure on Request—No 
Obligation 


Out-of-town inquiries invited 








shortages of executives have come to 
light, as individual companies have 
sought to expand or add to the diversi- 
fication of their lines. 


Non-FINANCIAL INCENTIVES 


The problem has led to increased at- 
ention being given to non-financial in- 
centives, in the realization that financial 
rewards satisfy only part of the inner 
urges of executives, and that non-mone- 
tary factors occasionally are more co- 
gent in their appeal than the most care- 
fully devised financial incentives. 

Trends in the field of non-financial 
incentives include the development of a 
sound organizational structure, which 
will assure a sound setting for each ex- 
ecutive’s work; good working condi- 
tions are also axiomatic, and companies 
are moving steadily toward more func- 
tional and comfortable offices to house 
their managerial staffs. The appeal of 
a new title is also being employed by 
many companies as a non-finacial re- 
ward. 

Above all, it is felt that an organiza- 
tional set-up must be provided which 
will give executives scope for self-ex- 
pression. This is being done by making 
sure that the executive does not have to 
report to more than one top official, by 
guarding against the thwarting of an 
officer by other executives who cut 
across his responsibilities, and by mak- 
ing sure that the institution does not 
strangle the ideas of individuals in the 
organization. 

Reviewing the field of non-financial 
and financial incentives, it is felt by 
management engineers that the follow- 
ing are the basic urges that motivate 
workers and executives to greater ac- 
complishment : 

1. Security. 

2. Adequate and fair pay. 


3. Reasonable opportunity for ad. 
vancement. 

4. Good working conditions, 

5. Scope for self expression. 

6. Inspiring leadership from above, 

If the non-financial factors in the 
above table are neglected, even the pro. 
vision of an extravagant level of com. 
pensation may not assure a high mo. 
rale. At the same time, it is recognized 
that attempts by management to offer 
non-financial incentives as a substitute 
for satisfactory monetary rewards will 
not prove successful, since in too many 
cases, the former have become common. 
place and no longer provide the neces. 
sary driving force. 


3-POINT PLAN OUTLINED 


Looking at the problem of setting up 
a thorough, objective and scientific sys. 
tem of executive pay, H. A. Hopf, pres. 
ident of the Hopf Institute of Manage. 
ment, Ossining, N. Y., advocates the 
development of plan of compensation 
consisting of three elements. 

1. Base salary, which distinguishes 
among the various degrees of training, 
skill, judgment, experience and other 
qualifications required for the perform. 
ance of the duties attaching to the dif- 
ferent positions. 

2. Contingent extra compensation, 
which becomes payable only in the 
event that operating results exceeding 
predetermined standards have been ac- 
complished during any given fiscal pe- 
riod. 

3. Retirement annuities, with supple- 
mentary disability allowance and death 
benefit, which, in consideration of past 
services, an executive receives when ar- 
riving at the established age of super- 
annuation. 

“The first element, the base salary,” 
Dr. Hopf says, “represents the founda- 
tion upon which the structure of execu- 
tive compensation must be erected. The 
base salary plan should be so carefully 
and intelligently devised that it will ac- 
curately bring to expression the follow- 
ing requirements: 

1. Established salary ranges must be 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 


25 E. Jackson Blvd. Chicago, Ill. 








H. CHARLES KWASHA 


Consulting Actuary 
Employee “Pension “Plans 
New York 4, N. Y. 


50 Broad St. 








APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 





BosTon 6 CHURCH ST. stunts 
emLADELPA 6 NEW YORK Sawa? 
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PRODUCTION CONTROL data 


Remington Rand Punched-Card Accounting Methods simplify production 
data assembly for Vulcan Mold & Iron Company, Latrobe, Pennsylvania 


e Acompany need not be an industrial 
giant for Remington Rand Punched- 
Card Methods to prove of value in 
furnishing management with adequate 
and accurate production information. 
Of the Vulcan operation, Mr. J. J. 
Henderson, Treasurer, relates: 

“We have been making cast iron 
ingot molds for the steel, aluminum, 
copper and brass industries for over 
twenty years. In 1941, we installed 
Remington Rand Punched-Card Meth- 
ods to simplify our production analysis. 

“Accurate and foolproof produc- 
tion schedules are made up by days 
and departments from cards punched 
for each unit ordered. These cards show 
pattern number, equipment needed, 
casting weight, matching elements, 
making date, account number, and al- 
lowed hours. Five reports are produced 


* KWIK-FAX - 


REMINGTON RAND 
TABULATING 
CARDS 


can record 108 columns of numer- 
ical information or 90 columns of 


alphabetical and numerical. 


from the same cards—unfilled orders, 
molds not cast, in process, finished, 
and shipped. 

“Daily reports show molds cast 
and allowed hours. Weekly reports in- 
clude molds cast, allowed hours, un- 
filled orders, promise dates, priorities, 
total cost allowed for each mold, inven- 
tory, comparison of last week with four 
weeks ago, and shipping data. Monthly 
reports cover inventory with tonnage, 
pieces, and total cost of molds in stock; 
priority analysis of unfilled orders by 
rating and group classifications; and 
priority analysis of production. 

“Our president receives each week 
a condensed report of production, in- 
ventory, sales, and profits. With the 
punched-card data it is possible to fore- 
cast closely the profit on every order. 

“Using a minimum of punched- 





card equipment—one each, punch, sorter 
and tabulator—and three operators, we 
prepare besides production reports, all 
payroll data, checks and reports, sales 
analyses and voucher records and 
analyses by accounts. 

“From the diversity of reports, we 
are able to furnish the Government as 
well as ourselves with every kind of in- 
formation required. There would be 
less criticism of the Government’s de- 
mand for reports if business men un- 
derstood how easily punched-card 
methods can produce them.” 

More complete information on this 
application is given in Certified Re- 
port No. 4216. Copies may be obtained 
by writing to our nearest branch or 
to Remington Rand Inc., Tabulating 
Machines Div., Room 1775, 315 Fourth 
Avenue, New York 10, N, Y. 


PUNCHED-CARD ACCOUNTING 
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adequate and fair in the light of the re- 
sponsibilities exercised. 

2. Proper differentiation must be 
maintained among salary ranges as- 
signed to the various levels of respon- 
sibility established. 

3. Retirement annuities, with sup- 
length of service should be subordinate 
to more vital considerations and kept at 
all times within reasonable limits. 

4. The salary pattern should com- 
mend itself on the score of sensible in- 
tegration and freedom from ranges 
characterized by wide extremes and 
gaps. 

“To what extent salary plans now in 
effect in American corporations con- 
form to these requirements, it is of 
course impossible to say. However, be- 
cause the customary approach to the 
problem is so far removed from scien- 





tific connotations and is charged to such 
an extent with elements of expediency, 
compromise, mass consideration and 
patchwork adjustments, the assumption 
is warranted that the total number is 
relatively small. 


CONTINGENT COMPENSATION 


The second element, contingent ex- 
tra compensation, is designed Dr. Hopf 
points out, to provide executives with 
extra compensation contingent on the 
accomplishment of super-standard re- 
sults. 

“Its benefits become available,’ he 
points out, “only when budgetary fore- 
casts of results to be achieved for a 
given accounting period have been ex- 
ceeded by the facts. From several view- 
points, a sound plan of contingent 
extra compensation may be made to 
qualify as an extremely valuable device. 
The plan has the following advantages: 

1. It acts as a powerful balance wheel 
in promoting and safeguarding the sta- 
bility of base salary administration. 

2. It is the only known means of 
individualizing measurement of per- 
formance and of providing financial 
recognition without unduly increasing 
annual pay roll burdens. 

3. It capitalizes incentive values to 
the full by acting as a constant spur to 
the effort of executives. 

4. It is quite as effective in stimulat- 
ing superior group results as in further- 
ing individual accomplishment. 


* * * 


One man can lift, from the ground to a 
truck, loads up to 2,000 pounds in 10 seconds 
by a device developed by a Detroit manufac- 
turer. 

* * % 


Workers on strike are losing wages total- 


ing more than $13,500,000 a day, according 
to United Press survey. 


F 4 
pension 

and profit- 
sharing plans 
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New Credit “Yardstick” Criticized, 


The new $1,500 credit ‘“‘yardstick” im. 
posed by the Government, freeing time 
purchases of over that amount from regn. 
lation favors the prosperous instalment 
buyer but penalizes the average family, 
A. E. Duncan, chairman of Commercial 
Credit Co., recently stated. 

The amendment, effective July 5, places 
unpaid balances over $1,500 outside the 
down-payment and maturity terms of 
Regulation W of the Federal Reserve 
System. 

“A strange situation,” Mr. Duncan said 
“has been created by which the Govern. 
ment’s temporary wartime restrictions on 
credit have now been removed, insofar as 
they affect the time purchaser in the up. 
per income brackets, while they continue 
to be imposed on the large majority of 
the nation’s families of more moderate 
means.” 

Mr. Duncan stated that a recent Fed- 
eral Reserve Board survey showed that 
60 per cent. of the savings in the country 
are held by 10 per cent. of the families, 
“It is therefore evident that among large 
masses of people, the sales of automo 
biles, refrigerators and other durable 
goods must be underwritten by consumer 
credit,” he added. 


Capital Asset Definition Upheld By Tax 
Court 


A move by the Internal Revenue Commis. 
sioner to reverse a long-standing rule affect- 
ing the definition of “capital assets,” in de- 
termining the deductibility of losses, has been 
barred by the United States Tax Court, the 
“New York Journal of Commerce” reports, 

Since the bureau’s attempt to broaden the 
definition of capital assets—and thereby to 
limit tax deductions for losses—could only 
succeed if 1942 tax law amendments had so 
intended, the Tax Court had to consider 
whether Congress had effected this change. 

Specifically, the issue was whether a tax- 
payer could take a full deduction for a loss 
sustained in the sale of residential property, 
from which he received income. The income- 
producing property did not constitute the tax- 
payer's main “trade or business,’ but was a 
house which he rented over a period of sev- 
eral years, after having previously resided 
there. 

The Tax Commissioner took the position 
that, notwithstanding the long-standing rule 
to the contrary, the full loss could not be de- 
ducted. The commissioner based his stand on 
the claim that the property constituted a 
“capital asset’’ and, as such, a pattial deduc- 
tion only, and not the full loss was permitted. 

The court pointed out that over a long pe 
riod of time the established rule has been that 
property of the type involved which had been 
converted into ‘“income-producing propetty 
constitutes property “used in the trade or 
business of the taxpayer” regardless © 
whether he engaged in any other trade of 
business. So regarded, the property has been 
held to be excluded from the definition of 4 
“capital asset.” 

The claim for the full deduction must be 
upheld unless the 1942 Revenue Act requifés 
a change in the rule, the court said. The court 
did not find any such change present 10 the 
1942 amendments. The deduction Ww 
allowed as an ordinary loss. 
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It tells you about a new 

method for faster production and 
simpler control of factory paper 
work, systems, routines, and 


methods—at lower cost— 
with Mimeograph 
die-impressed stencils. 





Here is new basic information for American a single writing—only one proofreading required 


business on the paper work so essential to keep ..+ produce as many copies as you want when you 

RSC Pal ah kt Gee ee want them, in clear, clean black-and-white that 
Pp , ‘ won't smudge even under hard handling or fade 
The new folder shown here tells you about under exposure. 


Mimeograph die-impressed stencils—how they It is information you want about a new 
moneysaving, production-speeding use for that 
Mimeograph duplicator you now have—or will 


be getting soon. Just clip and mail the cou- 
...increase accuracy with all copies produced from pon today. 


... help make paper work systems one-writing systems 


...eliminate the need for large quantities of forms 





















Mimeograph duplicator 


MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. $. Patent Office 


COPYRIGHT, A. 8. DICK COMPANY 


A. B. Dick Company, Dept. Q-946 
720 West Jackson Boulevard, Chicago 6, Illinois 


Send me a copy of your new folder, “Mimeograph Die-Impressed 
Stencils.” 


POPP e eee Eee Eee Ee Eee HEHE EEE E EEE EEE ODEMUBs Bee eseseseeee 
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IBM 
OFFERS TO INDUSTRY. 


Electric Punched Card Accounting Machines 














Time Recording, 
Indicating and Signaling Systems 





Electromatic Typewriters 


It is IBM’s constant aim to furnish industry with the finest, most modern 
business machines. Today, IBM equipment, improved and perfected 
through extensive research in IBM’s laboratories is again available to 
industries of all types and sizes. 


IBM ELECTRIC PUNCHED CARD ACCOUNTING MACHINES speed up 
management reports to the advantage of all departments. This service 
can be obtained either through machines installed in your own offices 
Or on a time or contract basis in IBM Service Bureaus. 


IBM TIME RECORDING, INDICATING, AND SIGNALING SYSTEMS supply 
accurate, legible records of the time each employee spends on each job 
as well as daily and weekly attendance time records; furnish the correct 
time for all operations; and signal clearly the starting and stopping times 


of each work period. 


IBM ELECTROMATIC TYPEWRITERS, completely electric in operation, 
enable typists to produce more letters with less effort, as well as, at one 
typing, extremely large numbers of legible carbon copies. Specially- 
designed type gives written thoughts their most distinguished appearance. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 








